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STATE RAILWAYS IN AUSTRALIA. 


INDUSTRIAL discontent in Australia has not manifested itself 
by burning hundreds of freight cars in one night, nor have the 
strikes which are common there been directed specially against 
the railways, as has been so notably the case in the United 
States. Here the safeguards which are thrown around property 
seem to be less effective in proportion to the importance and’ 
wealth of the corporation in control. Whatever the cause may 
be, our railways are regarded as legitimate prey by all classes, 
from the millionaire shipper who demands passes in considera- 
tion of the great amount of traffic which the road carries for him 
at cut rates, or the politician who makes the same demand on 
the ground of “influence,” or levies blackmail by threatening 
vexatious legislation, down to the striker who demands increased 
wages regardless of the financial condition of the road, or his 
riotous supporter who loots and burns cars with a vague notion 
that nobody but the railway suffers. Even the government 
officials here seem to regard railway property as less sacred than 
the property of other corporations and individuals. This feeling 
may be partially due to the disregard of law and of the rights of 
others which the railways have shown in many ways. From this 
and other causes has arisen a demand, which the recent strike 
with its far reaching consequences has done much to strengthen, 
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for a closer government control or even for ownership and man- 
agement of the railways by the government. 

This change is advocated by a school of social agitators who 
favor an extension of the functions of government in all direc- 
tions. Naturally they wish to begin with those instruments of 
production most monopolistic in their nature, most widely used, 
and farthest removed from individual ownership and control. 
They regard the present industrial system as essentially iniqui- 
tous and wish to strike the first blow for its overthrow by nation- 
alizing these most important industries, the means of transpor- 
tation and the means of lighting our cities. They are supported 
by a large body of unthinking people who see evils in the pres- 
ent régime, who look upon the railways as the worst offenders, 
and who do not realize the far reaching consequences of the pro- 
posed movement. 

Those who advocate the nationalization of the instruments 
of production are wont to cite, in support of their position, the 
success of state ownership and management in Prussia, Australia, 
and other countries. But what they call success is not always so 
denominated. The criteria by which they test an industry differ 
somewhat from those applied by the business man or the econ- 
omist. The latter are likely to make the supreme question, 
Does it pay financially ? while our socialistic friends say that we 
must not inquire too closely into the pecuniary returns, but look 
at results in the large, the effects upon men, the increased pros- 
perity and happiness of the community in order to determine the 
success of any system or enterprise. Unfortunately they offer 
no means by which these latter points are to be ascertained. 
Who is to determine whether the well-being of the community 
has been increased or diminished? Is not ability and willing- 
ness to pay the safest and surest test of the improvement? Ifa 
railway really increases the prosperity of a community is not 
that prosperity manifested by increased ability to pay for the 
services of the railway? Many kinds of expenditure are made, 
and rightly made, with no expectation of areturn inmoney. But | 
an individual or a well-regulated community does not sink wealth 
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in railways or other objects whose purpose is wholly utilitarian, 
unless a definite return is in sight. Years may be necessary to 
realize this return, but in proportion to the time of waiting must 
be the greatness of the profit finally realized. True, the ground 
may be taken that the means of communication are a necessity 
of modern life which should be furnished by the government 
with no special regard to income. Or one may go so far as to 
say that they should be entirely free to all, expenses being paid 
from the general treasury. As this would require a doubling of 
all our taxes, that is the payment of another billion dollars 
annually, the taxpayers are not likely to entertain such a propo- 
sition for a moment. It remains, then, for the government, if it 
takes control of the railways, to manage them on business prin- 
ciples, and make them pay their own way, or come as near to it as 
possible. Any light which experience cam shed upon the prob- 
lem is increasingly desirable in proportion to the demands for and 
the probability of public ownership and control in this country. 

Experience there is in abundance. But how much of it is 
really helpful to us? The experience of European countries is 
no sure indication of what may be expected here, for military 
conditions, density of population, different conditions of traffic 
and travel, and perhaps more important than these factors, the 
different organization of government and the different concep- 
tion of its functions, enable Germans to do what we could not 
expect to accomplish. Even in Prussia, where the experiment 
has been tried under the most favorable conditions, there is a 
difference of opinion as to the outcome. The roads have indeed 
been made to yield a profit, but at the expense of convenience 
and efficiency when compared with the English or American 
service; and their freight rates are much higher than the com- 
petitive system has secured for the United States. Even if there 
were no doubt as to the success of the Prussian roads it would by 
no means follow that a like success is possible here. The 
strength of their central government making impossible log- 
rolling to secure the building of roads, the efficiency of their 
civil service, insuring an honest if not a progressive management, 
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give them an advantage on two points of vital importance. 
When the United States can secure a central authority or com- 
mission uninfluenced by local demands or political considera- 
tions and a civil service as honest and effective as the- Prussian 
bureaucracy, it may be possible for us to follow Prussia’s exam- 
ple. Until that time a study of experiments in state socialism 
under conditions similar to our own will be more helpful. 
Unfortunately experience under conditions exactly similar is not 
obtainable, but Australia can offer us more than any other 
country, and her experience is full of warning to those who 
would enter the path of state socialism. 

It may be worth while to note the points of similarity between 
Australia and the United States, for it is only when conditions 
are similar that the same results are to be expected. Both are 
new countries of great natural resources, with a scant population 
composed of English speaking people with all the customs, tradi- 
tions and enterprise belonging to that race. Both have self 
government with no classes or class legislation, and no great 
vested interests to modify or control their development. Aus- 
tralia is a child of later birth, but in some respects her growth 
has been even more rapid than our own. Not only were colo- 
nists transplanted to Australia with the intelligence, customs and 
laws of nineteenth century Englishmen, but with them went, in 
the form of loans, the means of satisfying the desires of an 
advanced community. The Englishmen in Australia did not 
submit to the usual hardships of pioneer life. Thanks to his 
brethren at home, his cities, his railways, and other appliances 
which render labor effective, preceded rather than followed him. 
Borrowed capital has done much for America, but we have not 
depended upon it as has Australia. Most of our wealth has 
resulted from the labor and the waiting of our pioneers and their 
descendants. Our wealth belongs to us. Much of the wealth in 
Australia is owned in England. The difference in the railway 
policies of the two countries may be looked upon as both cause 
and effect of this condition,—a cause in that the system of 
government borrowing for railways has been the means of 
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obtaining great quantities of the capital which has rendered the 
transplanting of a full grown civilization a possibility ; an effect 
in that the demands of a progressive people rendered a slower and 
more natural development unsatisfactory and drove them into a 
policy of borrowing and dependence upon the English. 

The comparison of Australian railways with those of the 
United States would give little light because there is sucha 
diversity of conditions in the two countries. With an area equal 
to that of our country, Australia has a population only one- 
twentieth as great, and that population is concentrated in a few 
cities. By taking the best and most populous section of Aus- 
tralia and comparing it with one of our western states of similar 
size and population the most helpful results may be expected. 
In area, population, and general conditions, Kansas, more than 
any other state in the Union, seems to resemble Victoria. They 
are about the same age. Victoria became a constitutional gov- 
ernment in the same year that the Kansas-Nebraska Bill concen- 
trated the attention of North and South upon Kansas, but a 
considerable population had already been drawn to Australia by 
the gold discoveries. Even before the discoveries the popula- 
tion of Victoria was nearly one hundred thousand, and had 
increased to three hundred and twelve thousand in the year that 
Kansas began to be settled—a number not reached by Kansas 
until fifteen years later. The following table shows the growth 
of population in the two countries : 

Year sitet) 1850. 1860. 1870. 1880. 1890. 
Victoria - - 76,152 537,847 726,599 860,067 1,133,266 
Kansas ae 107,206 364,399 996,096 1,427,096 

This table shows that in the earlier settlement the advantage 
was with Victoria, and that in population she remained ahead 
till 1880. 

The railway building also began earlier in the Australian 
colony. From 1845 to 1860 the railway question was there dis- 
cussed, and the experience of England, France and Belgium 
studied.* A few private lines were built, but capital for them 


*Moritz KANDT, Entwickelung der Australischen Eisenbahnpolitik, pp. 113 et seg. 
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could be secured only by a state guarantee of interest. Even 
then the other opportunities for investment were so great that 
the guarantee of six per cent. did not attract sufficient capital, 
and the colony finally decided that the only way to get the neces- 
sary railways was to build them." 

During the period of this discussion, however, Kansas, 
through private enterprise, had been supplied with fifteen hundred 
miles of railway, while Victoria had secured but two hundred 
and seventy-four miles by 1870. Since that year Kansas has 
developed faster and secured railroads much more rapidly than 
Victoria has been able to do with all her borrowing. The mile- 
age has been as follows: 


RS em ae ae ee Se SS 1880. 1890. 
Victoria oe a ee ee 274 I,119 2,471 
Kansas ae a a 3,400 8,874 


At the outset there were but two ways of securing capital 
open to the Australian government, viz., taxation and borrowing. 
It was expected that after a few roads were built the profit from 
them would build new lines, and also pay the expenses of the 
government. The same hopes which led Pennsylvania to sink 
forty million dollars in canals and railways, and led Ohio, 
Indiana, Illinois and other states to spend ten or fifteen million 
dollars apiece in like enterprises before 1840, was at work among 
the Victorians, and the results were much the same. The facili- 
ties for borrowing have been greater in the later period, and 
Australia has developed rapidly enough to meet the interest 
charges by taxation, so that she has not yet been obliged to 
default, as Pennsylvania, Indiana and other American states did. 

Why tax ourselves to build railways, they reasoned, when 
in a few years the railways can pay for themselves and aid in 
paying the expenses of the government? Railways are produc- 
tive enterprises ; they benefit the country directly and indirectly ; 
it is impossible to have too many of them, so let us borrow and 
build; and borrow and build they did. In the five years from 
1858 to 1862 the Victorian government had incurred a debt of 


* [bid. p. 146. 
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over $38,000,000 to open only 214 miles of road, an average 
expenditure of $130,000 per mile. From 1862 to 1870 the 
expenditure in building railways ranged from $500,000 to 
$4,000,000, with an average of $1,341,000 per year. Yet the 
$10,700,000 additional expenditure opened only 60 miles of new 
road, thus bringing the average cost up to $177,000 per mile. 
Since 1872 the building has been more rapid, and the expendi- 
ture has ranged from $4,000,000 to $18,000,000 per year, bring- 
ing the total expenditure upon railways up to $181,692,504 
(437,462,372) in 1893.‘ The cost per mile has declined greatly, 
and at present averages about $61,425, some $2,000 less than 
the average of the United States roads as returned by the com- 
panies, but it is well known that the returns here are above the 
actual cost. 

Kansas railways are returned at $47,437 per mile, $27,160 of 
which is bonds. As the stock of the purely Kansas roads is 
largely water, and gets no dividends, it can hardly be counted as 
part of their cost. It is safe to say that the Kansas lines have 
cost less than half as much per mile as those built by the gov- 
ernment of Victoria, but the latter are built more substantially. 
The difference, though, can hardly be so great as the difference 
in cost. In spite of construction companies and other means 
used to swell the construction account at the expense of the 
bondholders, Kansas and other states of the Union have secured 
their railways much cheaper than the government of Victoria 
has been able to build its roads. This is a point of much import- 
ance, and the showing is probably as favorable in Victoria as 
could be expected here. In all the charges and investigations 
there, it is generally admitted that the contracts have been let 
and the work carried on with a fair degree of honesty. Mis- 
management and inefficiency have often been charged, and ques- 
tions of policy have led to serious differences, but fraud seems to 
have been absent The difference in cost, then, must be due to 
greater efficiency and better management by private companies. 


* Victorian Railway Committee Report, 1893, p. 9. 
2 Ibid. p. 28. 
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The amount of useless building, if building far in advance of 
the population, or the possible needs of the community be called 
useless, has been great in both states. Both have many miles of 
road which do not pay operating expenses, to say nothing of 
interest on capital. In Kansas this excessive building has been 
largely due to the rivalry of competing companies. They build 
branch roads to secure traffic for the trunk lines, and, taking the 
systems as a whole, they manage to make expenses and pay 
interest, if not too seriously interfered with by hostile legisla- 
tion. In Victoria the excessive building has been due to political 
conditions. Each new line must be voted by parliament, and 
naturally each member tries to secure a road for his constituency. 
Such conditions make log-rolling almost inevitable. Mr. Speight, 
the chairman of the Victorian Railway Commission, gives the 
following statement of the manner of determining what lines 
shall be constructed: ‘The railways of Victoria have hitherto 
been made on the principle that if there is a certain amount of 
money available for constructing railways it should be fairly and 
equitably distributed over the colony.”’* Acting on this principle 
lines have been built through territory where the population con- 
sists of one sheep to three acres.*, The whole policy has been 
to build without expectation of early returns. As England fur- 
nished the capital and the colony at large was responsible for 
the interest, the check upon useless building has been reduced to 
a minimum. 

Just here an important difference between useless building 
under public and private management should be noted. Shall 
the whole people be responsible for the mistakes of their repre- 
sentatives, or shall each company pay for the blunders of its 
officers? In either case experience proves that building is likely 
to be too rapid. Under state ownership there is no limit to the 
amount expended so long as the state’s credit remains good. 
As the Australian colonies were able to borrow on easy terms, 
they increased their borrowing and building every year until the. 


* Report of the Parliamentary Standing Committee on Railways, 1891, p. 18. 


*J. W. FoRTESCUE, Mineteenth Century, April 1891. 
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crash of 1890 made it hard for them to float further loans. With- 
out exception these new lines imposed additional burdens upon 
the taxpayers, for not one of them paid expenses and interest. 
The Chief Commissioner of Railways said they would do well 
if they paid in five years, but he was sure that the country would 
develop sufficiently to make them profitable by 1900." 

The managers of railway systems in the United States are 
probably as ready to build new lines and develop new territory 
as the legislators of Australia are, but they are guided by other 
principles than the desire to distribute the benefits of the new 
roads equally to all sections of the country. They may look a 
long way into the future and build branches which, at present, 
do not pay either by their own traffic or by what they furnish 
to the main line. But a system which builds many such lines 
soon finds itself in a receiver’s hands. Thus the self interest of 
the owners and managers offers one check to extravagant build- 
ing. They must not go beyond what their system can carry, 
while Victoria goes beyond the ability of the entire railway 
system of the colony and saddles the deficiency upon the tax- 
payers. 

If Kansas should put all her railways into one system, let the 
good ones pay the losses of the poor ones, remit the $1,800,000 
taxes they pay, and give them a bonus of one or two million 
dollars a year, she would be doing precisely what Victoria does 
for her railway system, although, with a larger territory and 
almost as large a population, the southern colony has but one- 
third as many miles of railway. The farmers and shippers of 
Kansas are not slow in making complaints against the railways, 
nor have they been free from legislation which the railway men 
call confiscation. The party now in control demands govern- 
ment ownership, and if this is to be secured by confiscating the 
existing roads, thereby wiping out all interest charges, the 
farmers might gain something by this, provided they kept the 
management up to its present efficiency. But if they took the 
roads at their bonded value, wiping out all the stock, and under- 


* Report of the Parliamentary Standing Committee, 1891, p. 44. 
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took to pay four per cent. on the bonds, business and rates 
remaining the same as at present, they would find themselves 
confronted with a deficit of $5,000,000, no part of which could 
be assessed upon the railways. Or to put it in another way, 
the railways of Kansas do their business in that state at rates 
that leave them, after operating expenses and taxes are paid, 
$4,300,000, which is less than two per cent. on their bonds with 
nothing on their stock." 

The state surely could not duplicate the existing lines for less 
than $241,000,000, their bonded debt, nor could it borrow that 
amount at less than four per cent. Indeed it is probable that 
before that amount was secured the state would find difficulty 
in borrowing, and thus have a check placed upon the extension 
of the railway system.. The through lines and systems that have 
resources outside of Kansas have built many unproductive lines 
within the state by raising money upon their general credit 
when it could not have been secured by the Kansas line alone. 
These systems have stopped building only when their credit was 
so stretched that new loans were placed with great difficulty. 
The private enterprise of railway officials has secured for Kansas 
a much greater railway equipment than Victoria has been able to 
obtain, and this without taxing the people save for the local 
aid which they have voted to some roads. If these roads do not 
pay operating expenses, taxes, and interest, the owners suffer, 
but the state levies no tax to aid them. In Victoria the taxes 
which have been paid to keep the railways running amount to 
almost $35,000,000, an average of $1,000,000 a year since the 
first road was opened. 

If this amount is saved to the people of Victoria in lower 
rates the showing will not be so bad. It is, therefore, in order 
to make a comparison of rates on the two systems. Unfortu- 
nately the returns made by the railway commissioners of 
Victoria do not enable the comparison to be made in the way 
that would be most telling or most desirable from the standpoint 


* Kansas Railway Commissioners’ Report, 1892, pp. 243-245. 


* Victorian Year Book, 1892, vol. ii. § 197. 





STATE RAILWAYS IN AUSTRALIA. II 


of the public. They do not give the ton mile or the passenger 
mile rates nor do they separate the train mile earnings of freight 
and passenger trains. The train mile income and expenditure 
may be as good a unit as any from the railway managers’ stand- 
point, but it does not afford the public the information which it 
wants. Besides there is a great difference in trains, particularly 
when the returns for passenger and freight train mileage are 
lumped together. 

The average gross earnings per train mile in Kansas in 
1891 were $1.38, in Victoria, $1.34, but the expenses were $.94 
in Victoria to $.90 in Kansas, showing a net earning of $.48 per 
train mile in Kansas to $.40 in Victoria. This shows operating 
expenses to be almost five per cent. lower under private than 
under public management. From the railway managers’ stand- 
point the Kansas roads show the better results, though, with a 
mileage three times as great, the advantage ought to be with the 
state owned roads. If the comparison of earnings per mile of 
road be made, the result is even more strongly in favor of pri- 
vate management. In 1889 the gross earnings in Victoria were 
$7,042.20 per mile, a trifle over 10 per cent. on the capital 
invested. Since that time there has been a constant decline in 
earnings per mile and the returns for 1893 show that each mile of 
line is credited with a revenue of only $4,832.90, a loss of $2,270 
per mile in five years.!. The gross return on the capital invested 
is now less than 8 per cent. on the reported value, as against 
11.6 per cent. in the United States. Comparing the gross earn- 
ings, the expenses and the net earnings per mile of road in Vic- 
toria and in Kansas for 1892, the year before the extreme depres- 
sion occurred in Victoria, the following results are obtained : 


Difference in 
Victoria, Kansas. favor of Kansas. 


Gross earnings - $5,305.90 $5,579-96 $274.06 
Expenses - 3,666.60 3,619.66 46.94 
Net earnings . 1,639.30 1,960.30 321.00 
With greater gross earnings and less operating expenses 
Kansas shows a net revenue for each mile of line $321 greater 


* Victorian Railway Commisssioners’ Report, 1893, p. 28. 
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than the state owned roads of Victoria obtain, and that in spite 
of the fact that Kansas has three times as many miles of roads, 
in a smaller territory, and with a population only slightly greater. 

If the comparison be made between the railways of Kansas 
and New South Wales, in the same way that it has been made 
with Victoria, the advantage will be slightly in favor of New 
South Wales, but she has even fewer miles of road than Victoria, 
and a territory three or four times as large, so that the compari- 
son would be less fair than the one already made. 

Since the ton-mile rates are not given for the Victorian rail- 
ways it will be necessary to make the ton-mile comparisons 
(which are the best measure of the price paid by the community 
for the service rendered) with the rates in New South Wales. 
The commissioners of that colony give tables showing that their 
rates are lower than those in any other colony,’ so here again 
state management is given the advantage of the best showing 
that it can make. 

The average rate on all freight carried in New South Wales 
is 1.63 pence (3.26 cents) per ton-mile, which is precisely twice 
as high as the charge in group X, the Pacific coast states, where 
rates are higher than in any other section of the Union. If the 
comparison be made with the average ton-mile rate for the United 
States, 8.9 mills, the rates of the best state railways of Australia 
are found to be nearly four times as high as our average rates. 
The New England group comes next to the Pacific in the height 
of its freight rates, though its passenger rate is the lowest. The 
high freight rate in New England is at least partially accounted 
for by the fact the proportion of first-class freight is large, while 
coal, minerals and agricultural products form a smaller part of 
the total traffic than in other groups. Then, too, the length of 
haul in New England is less than in other sections of this coun- 
try. It has been suggested that these reasons, viz., large propor- 
tion of high class freight and absence of long-haul traffic, account 
for the high rates which prevail in Australia. An analysis 
of the traffic upon the railways of New South Wales shows 


* New South Wales Commissioners’ Report, 1893, pp. 6 and 7. 
3 PP 7 
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that the first explanation does not hold, for almost 60 per cent. 
of the freight is coal, which is carried at an average rate of 1.48 
cents per ton mile, .59 cent higher than the average of all freight 
in the United States, and more than twice as high as the rates in 
group III. Indeed, the rate on coal which furnishes three-fifths 
of their traffic, and is carried at a rate lower than any other kind 
of freight except hay, straw, chaff, and some other coarse agri- 
cultural products, is higher than the average rate of any group 
except the Pacific coast states, and is within 1.5 mills of that, 
our highest rate. 

On coarse farm produce the rates have been lowered at 
the demand of the farmers to 1.21 cents per ton-mile, a rate .31 
cents higher than the United States average. Their lowest rate 
is not only higher than our average, but is higher than the aver- 
age in six out of the ten groups into which the United States are 
divided for the purpose of railway statistics. It is therefore 
evident that the height of their charges cannot be explained as 
above suggested, and the more so because their low rates are 
given on three-fifths of their traffic. Since their low rates are so 
far in excess of the rates on all classes of freight here, it is hardly 
worth while to make comparisons with their charges on the 
higher classes of goods but merely to state what those charges 
are. On: goods and merchandise, which furnishes 14 per cent. of 
their traffic, the rate is 4.36 cents per ton-mile, while wool, which is 
3 per cent. of the freight carried is charged even more, that is 
4.84 cents per ton-mile. 

As to the second point in the explanation, that the greater 
proportion of long haul traffic here enables our roads to do the 
business at lower rates, it does not hold at all. True, the aver- 
age distance a ton is carried in New South Wales is only 60.64 
miles to 120 miles in the United States. But for each ton of 
goods carried the government railways get $2.08," while the 
private railways in this country get $1.06 for carrying a ton twice 
as far. In other words, they do double the work for half the 
pay. But the difference does not end here, for New South Wales 


* Victorian Year Book, 1892, § 224. 
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makes a terminal charge in addition to the rates given above, 
while the one rate includes all charges on the United States rail- 
ways. If the station charges are properly adjusted the length of 
haul makes little difference. There seems to be no way of avoid- 
ing the conclusion that in Australia the people pay the state four 
times as much for a given amount of freight service as the peo- 
ple of the United States are required to pay to private companies. 

The returns for the Australian passenger service are even 
more meager than for freight, but they are sufficient to show that 
rates are no lower there than in this country. In Victoria the 
travel is divided into suburban and country traffic. The first 
includes all points within fifteen miles of Melbourne, and the rate 
is 2 cents a mile first-class and 1% cents second-class, rates no 
lower, if as low, as those obtained by the suburban traffic of all 
our great cities. Indeed, much of our suburban traffic is carried 
at less than I cent amile. On the country lines Victoria charges 
4 cents a mile first-class and 23 cents second-class. Three 
cents is the ordinary local rate in this country, while the 
passenger traffic for the whole United States is carried at an 
average rate of 2.142 cents per mile. 

This brief examination shows that in every particular, unless 
it be that of holding railway building and the development of the 
colony in check, state management has proved less efficient in 
Victoria than private management has been here. Railways are 
built more slowly and at greater expense. Their charges are 
higher; yet their management is less efficient so that the net 
returns are poorer. But it is not from the direct effects of state 
ownership alone that the policy deserves condemnation. The 
indirect effects appear to be even more pernicious. These may 
be classed under two heads: (1) Borrowing until the state debt 
is increased beyond any reasonable limit; (2) leading the peo- 
ple to depend upon the government for employment with little 
regard to the product of their labor. This compels the govern- 
ment to continue building after all lines that could be profitably 
constructed are completed. Labor is not alone in its depend- 
ence upon the government. The whole community learns to 
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rely upon the government policy of borrowing for a continuance 
of its apparent prosperity. 

On the first of these points, the magnitude of their debt, the 
Australians insist that their situation is different from that of 
other countries and is not accompanied by the same dangers. 
What if the debt of Australasia be over $900,000,000, a debt 
greater than that of the whole United States, is it not contracted 
for reproductive purposes, and will not these reproductive works 
be able to take care of the interest? They do not seem disturbed 
by the fact that hitherto the taxes for interest payment have 
rapidly increased, and that the deficit is constantly growing 
larger with the extension of unproductive roads. From $449,- 
000,000 in 1880, the debt had grown to $928,000,000 in 1890, or 
from $165 to $245 per capita for all the colonies. The lowest 
per capita debt is $138 in West Australia, the highest $358 in 
Queensland. Victoria and New South Wales have debts of 
about $200 per capita." The average per capita expenditure for 
interest on the public debt is $9.75 per year, varying from 
$14.75 in Queensland to $6 in West Australia.2 Since part of 
this is met by the receipts from works owned, it is only the 
portion not so met which measures the real burden upon the tax- 
payers. In Victoria the total interest is $8,364,080, of which 
$2,083,405 must be met by taxes.3 This gives a per capita taxa- 
tion for interest charges of about $1.75. In the other colonies 
the showing is much worse. In Queensland, where the annual 
per capita interest charge is $14.75, only 27% per cent. is 
met by the revenue from railways and other productive works, 
leaving $10.70 per capita to be paid by taxation. The total per 
capita taxation in that colony is $18.50, over half of which is 
required to pay interest on capital borrowed for railway building. 
But it is unnecessary to burden these pages further with 
statistics of the debt in the various colonies. A study of the 
Year Book shows that the total debt, the debt per capita, the 
interest charges, and the proportion of interest charges which 


* Victorian Year Book, vol. i. § 436. 
2 Ibid. § 415. 3 Ibid. § 409. 
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must be met by taxation, are increasing in every colony. The 
only check existing is imposed from without. The debt will 
cease to increase when Englishmen refuse to make further loans. 
The severe shocks of 1890 and 1893 have rendered borrowing 
less easy, but such is the dependence of the colonies upon 
foreign capital to give employment to labor and to keep business 
prosperous, that harder terms will be submitted to rather than 
change their policy, and go on the land or engage in enterprises 
which are really productive. So long as the people insist upon 
living in the cities, and the governments recognize an obligation 
to find work for them where they want it, so long will the borrow- 
ing policy be a necessity to be removed only by bankruptcy. 

The railways which are built to develop the country produce 
that effect very slowly if at all. There is a slight increase in the 
amount of land under cultivation, but the per capita cultivation 
is declining in most of the colonies. Victoria had a per capita 
cultivation of 2.41 acres in 1883, which had increased to 2.49 
acres in 1888. Since that time there has been a decline which 
brought the average to 2.34 acres in 1891. South Australia, 
West Australia, and Queensland all show a less per capita culti- 
vation for 1891 than for some preceding years. This is a neces- 
sary consequence of the great concentration of population in 
cities. But New South Wales shows an absolute decline of the 
land in cultivation of 310,000 acres on a total area of 1,498,835 
acres, or a decrease of 21.3 per cent. between 1890 and 1891. 
South Australia shows a decline of over 100,000 acres, New 
Zealand a decline almost as great, and Tasmania a small decline. 
In the seven Australasian colonies the land under cultivation in 
1890 was 9,303,000 acres, and in. 1892 only 8,869,000 acres, a 
decline of 434,000 acres, or 4.6 per cent. in two years." Victoria 
shows a very slow increase in the amount of land farmed. In 
the five years from 1887 to 1891 the gain was but 111,170 acres, 
or 4.3 per cent. No colony shows a gain of any magnitude in 
the amount of land brought under the plow, and this accounts 
for the continued deficits on the new roads opened. The roads 


' Victorian Year Book, 1892, vol. ii. § 439 and tables. 
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are built for the purpose of developing the country. They are 
not expected to show any profit till the country is settled, and 
so long as there are other causes at work keeping the people off 
the land there is no possibility of the railways yielding a net 
revenue. One of the causes of a slower development of agri- 
cultural resources in Australia than in the United States is the 
less liberal terms on which land can be obtained there. Victorian 
lands may be leased or purchased. The minimum purchase price, 
however, is £1 per acre, four times as much as the settler is 
charged for public lands in this country. And lands have not 
been given away by the Australian governments, while the 
United States has been lavish with gifts of its domains to rail- 
ways as well as to actual settlers. 

But there is still a more important reason which prevents the 
people in Australia from engaging in agriculture. The govern- 
ment works, carried on with borrowed capital, furnish employ- 
ment under more desirable conditions and at better wages than 
can be earned upon the land. Thus the expenditure of large 
sums to develop the country has, by bulling the labor market, 
defeated its own ends. A writer in the Méneteenth Century 
described the situation in the following words :* ‘Colonial work- 
ingmen have been so largely employed by the government upon 
public works that their habit is to demand such work directly 
other congenial employment is slack, and to insist upon having 
it in one of the great cities where they prefer to live even when 
employers up country are looking in vain for men. We saw the 
unemployed in Sydney marching about by hundreds, apparently 
well fed and well clothed, demanding of the government six 
shillings a day without piecework, because to offer less would be, 
as they termed it, a degradation of labor in New South Wales, 
and many of them declining it because, when provided, it was a 
few miles up the country. This aspect of colonial life deserves 
careful consideration. . . . Laborers go from town to town 
to reap the advantages of the loans, leaving the farmers to pay 
them.” 


* Nineteenth Century, 1891, p. 529. 











18 JOURNAL OF POLITICAL ECONOMY. 


Another evidence of the lack of attractions afforded by 
country life is furnished by the returns of the land tax. This is 
a tax on large estates, chiefly sheep runs, and includes all farms 
above 640 acres in extent, which are valued above £2500. The 
valuation is on an arbitrary scale according to the number of 
sheep kept on each acre. The amount of land assessed in 1880 
was 6,894,746 acres, and in 1892 it was 6,964,375 acres, showing 
for the twelve years a gain of 69,629 acres, but the taxable value 
was actually less by £20,000 in 1892 than in 1880." 

Still another proof of the declining state of the colonies is 
furnished by the tables showing the annual value of the produce, 
agricultural, pastoral, and mining. In 1883, the year when the 
great extension of the railway net was determined upon, the pro- 
duce in Victoria under these three heads was 420,933,309, and 
it has not been as large since. The products of agriculture 
average about £400,000 per year higher now than before the 
last fifteen hundred miles of railway was built; but they were 
less in 1891 than in either of the two preceding years. Pastoral 
products were £37,000 greater in 1891 than they were ten years 
before, but they have remained almost stationary for twenty 
years. Nine to ten million pounds sterling was the value in 
1874-5, and £10,200,000 is the highest amount yet reached. 
The products of the mines show a decline from £4,700,000 
in 1874 to £3,300,000 in 1883 and 42,500,000 in 1891. ‘ The 
total value of the agricultural, pastoral, and mining produce 
in 1874 was £18,991,677. In 1880 it was 418,648,482. In 
1883 it was £20,933,309, and below £20,000,000 every year 
since except 1890.*_ It seems that nothing is increasing in Aus- 
tralia except the city population, the debts and the railways. 
Yet the government manages a large part of the business done 
and that may be some consolation to our socialistic friends who 
do not wish to inquire too closely into economic results. How 
large a proportion of the business is done by the government 
may be ascertained by comparing the total annual income with 


* Victorian Year Book, 1892, vol. i. § 361. 
® Jbid. vol. ii. § 644. 
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the income of the government. The gross value of the produce 
for 1891 is returned at £30,243,519, and the government revenue 
at £8,343,588, with an expenditure £800,000 greater.* This 
shows that the government of Victoria collects about 27 per 
cent. of the gross revenue of the people. Yet from all accounts 
Victoria is not thriving and her people are not contented. 

So much for the causes which are operating to keep back the 
development of the agricultural resources of Australia. A refer- 
ence to the census returns which show the growth of city and 
rural population during the past ten years will show how strik- 
ing has been.the effect. 

Victoria. Rural Victoria. Melbourne. 

Present population - 1,140,405 649,509 490,896 

Increase in ten years 278,049 70,110 207,949 


Per cent. of increase in 
ten years - - - 32.24 12.11 73-507 


Rural Victoria includes the entire population outside of Mel- 
bourne, although there are six important towns, one of which 
has almost 50,000 inhabitants. Two of these towns show a 
decline in the past ten years, and the gain for the six is only 5.2 
per cent. Victoria, though the smallest of the Australian colon- 
ies, claims to be the most important and progressive. New 
South Wales is the only colony that approaches her. The con- 
gregation in Sydney has not been so great as in Melbourne, but 
the difference is only one of degree. The same policy is at 
work in all the colonies, but the others are so sparsely peopled 
and so new that the full effects are not yet manifested in them. 
In Victoria the population is thirteen to the square mile, eight 
less than the average for the United States. New South Wales 
has less than four to the square mile, and the other colonies 
have less than one. This alone would be a sufficient reason for 
selecting Victoria as the colony with which to make comparisons 
on railway statistics. Even with Victoria the comparison fails in 
some points. No section of similar area could be found in the 


* Victorian Year Book, 1892, vol. ii. §644 et seg. 
* Jbid., vol. i. § 180-189. 
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United States where two-fifths of the total population is collected in 
one city. Victoria has an area of 87,884 square miles ; 7,009 more 
than Kansas, but the latter has a population 350,000 greater. 
Yet the six Kansas cities credited with more than 10,000 popu- 
lation have together less than one-fourth as many inhabitants as 
Melbourne, and, by the census of 1890, no city in Kansas had 
40,000 inhabitants. 

Thus far little has been said of one of the most potent causes 
of the failure of this great experiment in state socialism, namely, 
political control, with all that it implies. Until 1883, in Victoria, 
and later in other colonies, the roads were managed by the Min- 
ister of Railways, or of Public Works, a political officer who was 
changed with every change of government, and the usual results 
followed. In 1883 Victoria passed an act putting her railways 
in the hands of three commissioners, the chief of whom, Mr. 
Speight, was imported from England, because of his experience 
in the business management of railways. There was some dif- 
ference of opinion as to the scope of the act, and the extent 
of the power with which it clothed the commissioners, but 
each new interpretation took power from them and gave 
it to the minister, first in regard to the building of new lines, 
and later as to the management of existing lines. The commis- 
sioners themselves were not very conservative. They believed 
in an annual expenditure of from two to four million pounds 
on railways, and wanted to distribute it equitably among the differ- 
ent parts of the colony. They did not expect the new roads to 
pay before 1895 or 1900, but would not consent to use economy 
in their construction for fear the roads would be poorer; and 
the people of one section, even though fewer in number and able 
to give the road less traffic, would not be content with a poorer 
road than the state had furnished to their neighbors. Neither 
could higher rates be charged on a poor branch line than on a 
main line where the traffic was heavy. The people might pay 
for the roads by taxation and allow all to have good transporta- 
tion facilities at the same expense." 


* Report of the Parliamentary Standing Committee on Railroads, 1891, p. xliv. 
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With these large views of their position and the principles 
according to which railways should be constructed, the commis- 
sioners combined honesty and a determination, not to say stub- 
bornness, which would not let them be swayed by politicians or 
ministers. They held office for seven years, during which the 
roads were being rapidly extended, and they secured many 
improvements in management. But with all their saving, the 
rate of net returns steadily declined, the deficits became larger 
and larger, and this gave the ministry the chance it wanted to 
get rid of the commissioners and bring the roads under political 
management again. By the act under which they were working, 
the commissioners might be removed on the joint petition of 
both houses, or if Parliament was not in session, they might be 
suspended by the Governor in Council for inefficiency, misman- 
agement, or misbehavior, the action to be reported to Parliament 
within seven days after its opening, with the reasons therefor. 
If neither house petitioned for the reinstatement of the commis- 
sioners the suspension became a dismissal. In 18g0, just on the 
eve of an election, the ministry suspended the commissioners on 
a charge of inefficiency and mismanagement. With the suspen- 
sion as one of the issues, the government secured a majority in 
the next house, but the case against the commissioners was so 
weak that instead of prosecuting the quarrel which had been 
carried on with them for some time, the ministry compromised 
by withdrawing the charges and allowing them half of their 
salaries for the unexpired term if they would resign. Thus, for 
the time at least, the non-political management of the railways 
failed because it could not retain the support of the voters who 
wanted places in the public service. Increasing the amount of 
work to be done by the government, did not, in Victoria, bring 
the civil service reform which it is supposed to insure, or at least 
did not render it permanent. 

In New South Wales and in some of the other colonies the 
non-partisan commissioners still retain power and seem to be 
working as honestly and efficiently as state officials can be 
expected to do. For New South Wales, particularly, the reports 
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show improvement. If the present commission, headed by Mr. 
Eddy, is continued in power, the management is likely to become 
still more efficient. After a long time they may show results 
approaching those obtained under private control, but this cannot 
be expected until they are entirely freed from political influence, 
so that efficient men, once found, can be continued in command. 
The entire abolition of the spoils system, however, is only the 
beginning, the condition precedent. The active force remains 
to be called into play. The rewards offered must be attractive 
enough to secure and retain the very best talent and business 
ability which the country affords. It would not be safe to say 
that pecuniary reward alone can secure the ablest men and call 
forth their greatest energy, but it is entirely within bounds to 
claim that no other kind of reward has yet been found which 
calls forth and sustains equal exertion or secures results as 
favorable. Men will work faithfully and honestly for the 
government, sometimes. They add enterprise, genius, sagacity, 
and other desirable qualities, when a part of the gain is to 
be their own. If the time ever comes when routine work, 
following a beaten path, doing what their fathers did, is all 
that is required of railway managers, it may then be safe 
to put the railways into the hands of government officials; 
but while the constantly changing conditions, which growth ren- 
ders inevitable, continue, we must submit to the loss and the evils 
which change necessitates. Experience seems to prove that prog- 
ress is more rapid, improvements greater, and results better, if 
the individuals who make the improvements are allowed to reap 
a part of the returns which their ability creates. So long as we 
desire to progress rapidly, then, is it not well to allow the kind 
of reward which experience proves to be the most effective? 
When the evils produced by the private management of railways 
can be shown to be greater or the gains less, than those of state 
ownership, there will be time enough to consider the advisa- 
bility of a change. The most important test to be applied is 
surely the economic one: What are the results, both as regards 
rates and return on capital ? 
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Discrimination, speculation, railway-wrecking, and other evils 
which have done so much to bring private management into ill 
repute, must be removed or controlled if the present system is 
to continue. But pernicious as they undoubtedly are, they seem 
less harmful than the speculation, borrowing, centralization, and 
dependence upon government for employment and business 
prosperity, which have accompanied state ownership in Australia. 

The evils of the system existing in the United States are so 
well known that it is unnecessary to dwell upon them here. Its 
benefits seem to be overlooked, while the advantages of the other 
system are so often held up to view that the casual reader thinks 
only of the gains which are to be obtained by achange. He 
takes account of present evils, and compares them with distant 
advantages, disregarding existing advantages and distant evils. 

The object of this article has been to call to mind the for- 
gotten elements in the problem, rather than to discuss the ques- 
tion in its entirety. It is confidently believed that a knowledge 
of the evils which seem necessarily to accompany state manage- 
ment will delay for a long time, if not permanently, any radical 


change in the existing system. 
WILuiAM HILL. 
UNIVERSITY OF CHICAGO. 








THE NATURE OF SOCIOLOGY. 


RECENT writings under the title of Sociology are noteworthy 
as attempts to define a new science. They are also noteworthy for 
the diversity of their conclusions. Some of these conclusions 
fall wide apart. In one view sociology is preliminary to the 
special social sciences; while in another view it is comprehensive 
of the subject-matter of all of these sciences. In the presence 
of this lack of any general agreement as to its proper province, 
there still appears to be need of elementary inquiries concerning 
the class of phenomena with which it deals. 

It would not require great boldness to make a somewhat 
positive statement concerning the proper sphere of the sociolo- 
gist’s activity, since those who wear this title are not agreed 
among themselves either as to the nature or the province of their 
subject." Their zeal, however, is noteworthy, particularly in 
getting aname. There does not seem to be a great disagree- 
ment among them on this point. They only disagree when the 
question of the meaning of the name is raised. It might, 
perhaps, be said that the multitude of recent writings under the 
title of sociology indicates a widespread expectation that a new 
science is to be created, and also the desire on the part of a large 
number of persons to be counted among the founders, A reason 
for this remarkable activity is found, moreover, partly in the fact 
that neither economics nor politics has hitherto cultivated the 
whole field which belongs to it, and that consequently there has 
seemed to be an unoccupied realm of social facts ready to be 
subjected to new scientific laws. But the most important consid- 
eration which has been influential in stimulating the line of 
thought that has found expression in recent writings on sociology 
is undoubtedly the impression that previous social studies have 
not had the desired practical effect ; the impression that it is not 


*See Annals of the American Academy, September 1894, pp. 112-121. 
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enough to formulate and establish the laws of economics and 
politics, and that as a result of the accumulation of social facts 
and of the thought devoted to their explanation there ought to 
be observed more immediate and more important signs of social 
betterment. It has been seen that although the economists have 
reached certain conclusions which cannot be controverted, yet 
a large part of the propagandist activity of this country is 
devoted at present to maintaining and advocating views which 
flatly contradict some of the most definitely established principles 
of economics, and are not only without a rational basis, but also 
in many cases have been tried and shown to be attended with 
disastrous consequences. Some propositions concerning money 
have been settled in such a form as to be acceptable to all persons 
who have brought careful training and unprejudiced minds to 
the consideration of the subject. But at present questions rela- 
ting to money are considered by a large part of the nation as if 
we had behind us neither reason nor experience. Another phase 
of modern misdirected propagandism is seen in the objections to 
the practice of paying interest. In spite of the fact that the 
continued payment of interest is necessary to prevent the wage- 
receiver's condition from deteriorating, a large part of the 
laborers of this country are advocates of the abolition of interest. 


In view of these and other conspicuous failures of sound 
doctrine to reach the bulk of the people there has been devel- 
oped that wide range of investigations which, in spite of their 
diversity, have been brought together under the title of sociology. 
One of the newest contributions is An Introduction to the Study of 
Society, by PRoFEssor A. W. SMALL and Mr. GreorcE E. VINCENT. 
So far as the title is concerned the book stands on safe ground ; 
for almost any knowledge in any field may be construed as intro- 
ductory to the study of society. But the description of the 
book as “a guide to the elementary study of sociology” plunges 
the authors at once into the necessity of defining sociology. 
After they have finished this part of their undertaking, any 
reader ought to be able to find at least one definition to suit him. 
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He finds that “sociology is a science less than fifty years old,’ 
having ‘‘entered the ranks of the sciences by turning from opin- 
ion to precise examination of social facts” (p. 25). It is also 
“the philosophy of human welfare,” ‘not a substitute for knowl- 
edge about the phases of nature and of society upon which 
particular sciences are employed,” “‘ but is subsequent to all these 
sciences, and dependent upon them” (p. 32). Its primary 
function is ‘the correlation of existing knowledge about society,” 
with the view of “bringing the results together into an exposition 
of society as a whole” (p. 54). The practical character of 
sociology appears when it is seen that it ‘was born of the 
modern ardor to improve society” (p. 77), and that its special 
work is “organizing social knowledge of all kinds into a body 
of wisdom available as a basis for deliberate social procedure” 
(p. 55). In comparison with the practical plans of the socialists 
it ‘is no less profoundly devoted to social welfare, but it assumes 
that progress will be accelerated more surely by patient search 
for yet unknown facts and relations, and by gradual social assim- 
ilation of knowledge, than by artificial reconstruction” (p. 77). 
And the practical social problem which, in the view of our 
authors, it is the purpose of sociology to solve is not merely to 
determine ‘‘the ways and means by which the lot of the laboring 
classes may be improved,” but rather to inquire “what is the 
best that the human race can live for,” and “learn what influences 
are available to secure the best of life for the greatest number”’ 
(p. 77). According, therefore, to these definitions, sociology 
appears at once as a science, a philosophy, and an art. 

The statements affirming the extreme comprehensiveness of 
sociology leave the reader in doubt concerning the method to be 
employed and the exact nature of the results to be reached. 
“Sociology,” we are told, “is the synthesis of all that has 
been learned about society, as it has been, and as it is, in its 
structure and in its essence” (p. 67). As descriptive sociology 
it appears here as ‘‘the organization of all the positive knowledge 
of man and of society furnished by the sciences and sub-sciences 
now designated or included under the titles Biology, Anthropol- 
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ogy, Psychology, Ethnology, Demography, History, Political 
and Economic Science, and Ethics” (p. 62). As statical sociol- 
ogy it “is a synthesis of antecedent sciences” (p.67). Hitherto 
it has been difficult to find expressions of this synthesis meriting 
recognition as scientific laws, and definite statements in this 
matter by our authors reveal an immediately practical purpose. 
“Descriptive sociology attempts to combine the testimony of 
these special sciences into a revelation of the accidental and the 
permanent factors in social combinations, and thus of the forces 
to be taken into calculation in all doctrines or policies of social 
progress.”’ Statical sociology reaches ‘conclusions about wastes 
in the operations of society,” while ‘dynamical sociology pro- 
ceeds to investigate means of employing all the available forces 
of society in the interest of the largest human welfare” (p. 70). 
In so far as any purpose is here clearly revealed it is a practical 
purpose. Advances from the general statement that sociology 
is based on, and comprehends the several social sciences, to 
definite and particular statements, are likely to result, on the one 
hand, in generalizations on the facts of the historical movement 
in the past, and, on the other hand, in a body of precepts indi- 
cating what should be the movement of society in the future. 
These generalizations are a part of history, inasmuch as they 
constitute an explanation of what has been the movement of 
society, which it is the function of history to set forth. The 
precepts belong to the art of social control, in which our knowl- 
edge of the forces revealed in society finds expression in 
conscious efforts to direct social movements in the future. There 
may arise no objection to designating this last field as the proper 
province of sociology. 

The second book of the volume in hand presents an admirable 
account of the growth of a community, from the settlement of 
the first farmer to the establishment of a city. The sketch is 
typical of the social development in some parts of the interior of 
this country, where the settlers have had to rely upon agriculture 
for subsistence. It has little if any reference to the growth of 
society where communities have had their origin in mining 
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camps or in ports tributary to them. This is called the natural 
history of a society, and there seems to be no good reason for 
giving sketches like this any other name. To call them sociol- 
ogy or a part of sociology, instead of history, gives them no new 
scientific or practical value. The new name does not make us 
understand any better what has happened in the processes by 
which a city has arisen in the wilderness. To understand these 
events which are presented to us in history, our first step is to 
classify them. The beginnings of one class we find in the earliest 
recognition or manifestation of civil or public authority, and it is 
the function of political science to present the individual events 
of this class in such ordered form that their significance at any 
period, and the part they have played in the development of 
society, will readily appear to the mind. The other social sci- 
ences deal in like manner with the other classes of events. And 
thus, on the basis of the natural synthesis under which the mind 
grasps the events in the experience of the race if it grasps them 
at all, we prepare for that rational synthesis of scientific conclu- 
sions on which we rely for the intelligent guidance of society. 
The other books, the third, the fourth, and the fifth, deal 
respectively with Social Anatomy, Social Physiology and Path- 
ology, and Social Psychology. They are written, for the greater 
part, with remarkable clearness, and contain an abundance of 
interesting suggestions. They reveal, however, the disadvantage 
under which one must necessarily labor in writing a text-book of 
a science before the proper province of that science has been 
determined. As indicated by the terms employed, the authors 
raise again the delusive analogy between society and the human 
body; and whenever this is done there is always danger of mis- 
taking an established analogy for the statement of a law, a danger 
that is not entirely avoided in the volume under consideration. 
In the grouping of facts here set forth, regard has not always 
been had to the essential principles of scientific classification. 
Instead of gathering social facts into homogeneous groups accord- 
ing as they illustrate certain clearly defined relations, such as 
economical or political relations, the purpose here seems to have 
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been to make such groups of facts as, when presented, would 
describe particular institutions or “social aggregates.’”’ Under 
this method the phenomena brought together in any given group 
are not necessarily of the same kind, and the groups thus con- 
structed are consequently of no special importance for logical 
purposes. They are such groups as arise from that form of analy- 
sis which is involved in a description of any given social institution. 
The method here involved does not lead us far towards general 
scientific truth, but furthers minute description. It gives us a 
picture of society, with all its details clearly visible, but it does 
not reveal the laws which underlie its being. 

This part of the volume in question sets before us in their 
natural grouping the facts of social life, and is thus a valuable 
supplement to the ordinary historical narrative. It lays before 
us many of the facts which the ordinary descriptions of society 
omit ; and thus renders an important service to the several social 
sciences in placing within their view, for classification and scien- 
tific examination, a wide range of social phenomena. It is in this 
regard that this “Introduction to the Study of Society”’ is valua- 
ble, rather than for any definite laws of social organization or 
social action which it presents. The few attempts to formulate 
such laws, worthy of the italics in which they have been printed, 
cannot be considered as strikingly successful. Under the heading : 
Certain Laws of Social Pyschology, we find two that have 
attained this distinction. The first is: “At any given moment, the 
psychical force of society, together with the efficiency of the psycho- 
physical mechanism, ts a fixed quantity.” It is not to be presumed 
that anybody will attempt to controvert this proposition. If at 
any moment there is an amount of psychical force in society, it 
goes without saying that that amount is a certain or fixed amount, 
although we may have no means of determining how great the 
amountis. It isa perfectly safe proposition because it is a truism, 
but it cannot be said to have any far-reaching scientific impor- 
tance. The second italicized law is that, ‘*Social psychical energy 
cannot long be concentrated upon one object.” This is not a truism ; 
in fact it does not appear to be true. It may be a fact that the 
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great purposes of society in its onward movement frequently rise 
into the consciousness of individuals, and as frequently disappear ; 
yet if there is one striking fact in history it is the fact of the 
persistence of social purpose. The conscious designs of the indi- 
vidual members of society may be as unstable as the wind, gen- 
eration may succeed generation; yet, in spite of the fluctuations 
of individual opinion, the ‘‘social psychical energy” moves with 
remarkable persistence towards the realization of social pur- 
poses; and the great achievements in the social progress of the 
world are the fruit of this persistence, whether the achievement 
is the reform of the English Parliament, the foundation of the 
German Empire, or the elevation of slaves and serfs to the rank 
of independent citizens of a commonwealth. 


This book is not likely to set aside any hitherto existing 
necessity of inquiries into the sphere and nature of sociology, 
nor to allay the very general dissatisfaction with the somewhat 
limited results that have already been achieved in the scientific 
treatment of social phenomena. That such dissatisfaction exists 
in this matter is manifest in the critical character of present 
inquiries, in the disposition to revise old theories, and in the 
readiness with which the advocates of new methods and new 
schools of social inquiry obtain a hearing. With reference to 
economics, dissatisfaction with attained results manifests itself in 
a partial abandonment of discussions concerning theory, in favor 
of a minute investigation of the facts of economic history. This 
dissatisfaction is seen, moreover, in the disposition here and there 
shown to transform economics from a body of scientific princi- 
ples, or laws, into a body of laws and precepts, or of scientific 
conclusions and practical advice; in a word, to repudiate the 
tendency observable in the history of economics to discriminate 
between a scientific law and its application to affairs. In this 
spirit there is encouragement to the production of treatises on 
society which consider it exclusively neither from the point of 
view of science nor of art, and which are not limited to any 
clearly defined class of social phenomena. Involving the whole 
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realm of social facts, and disregarding necessary lines-of classi- 
fication, such treatises have certain characteristics of individual 
programmes for reforming the world. It is only natural that 
persons moved by the zeal of reformers should be desirous of 
having all thought on economical and political questions turned 
immediately to the improvement of social conditions, and thus 
become impatient of what they regard as the non-practical char- 
acter of the social sciences. But after all it may not be neces- 
sary, in order to reach the desired end, hopelessly to mingle law 
and precept, and to disregard the lines of distinction between the 
accepted classes of social phenomena. And it does not appear 
that by this means the rate of our progress towards practical 
solutions will be increased. 

The slowness of the advance which civilized society has 
made towards an understanding of itself has not been entirely 
due to a lack of intellectual force, but in a large measure to a 
lack of intellectual freedom. The ecclesiastical prepossessions of 
earlier centuries made thought about society necessarily sterile ; 
but at present we pretend to expect imiportant results from the 
intellectual emancipation of this age. It may be a fact that in 
certain quarters there has come a measure of freedom from eccle- 
siastical domination, but at the same time there has come a 
more or less powerful domination of thought by material inter- 
ests; and it has not been shown that the domination of mate- 
rial interests in the present is less exacting than was the domina- 
tion of religious interests in an earlier period. 

This lack of freedom has stood in the way not only of reach- 
ing scientific conclusions regarding the phenomena of society, but 
it has also stood in the way of adopting proper and efficient rules 
of practical conduct. Men have had information about society, 
but under the influence of a preconceived theory, or in the serv- 
ice of certain material interests, their minds have been disposed 
to present this information so as to make it fit the preconception, 
or support the material interests concerned. In solving either 
the scientific or the practical problems presented by the facts of 
social life, the thought whose expression is important is that 
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which proceeds from minds unmortgaged. Whoever speaks 
merely for a party gives utterance to thoughts which have 
become the common possession of many persons. He is in 
some sense an intellectual middleman. He gets his wares from 
the producers, and, carrying them from one public place to 
another, distributes them wherever he thinks they will be 
received. He has unquestionably an important part in the prac- 
tical affairs of society; but he must be distinguished from the 
investigator of social phenomena, whose purpose is to discover 
and state about society some hitherto unstated truth. Somewhat 
akin to this distinction is that which may be drawn between the 
propounder of a scientific law governing a certain class of social 
phenomena, and him who would make a practical application of 
this law. These two persons stand for two phases of activity, 
the scientific and the practical. 

In view of the relation between scientific and practical pur- 
poses, the conclusion has been hastily adopted that whenever 
facts of a special class lend themselves to scientific treatment 
there must be found a distinct corresponding art. Admitting 
the existence of a science of economics and a science of politics, 
some recent writers appear to have made the easy inference that 
there is a distinct art of economics and a distinct art of politics ; 
and that the art in these cases holds the same relation to the 
sciences named that the art of chemistry holds to the science of 
chemistry. An error in this inference arises from a failure to 
observe that the purely scientific conclusions of economics are 
not applied practically, except as modified by the conclusions of 
ethics and politics; or that the scientific conclusions of politics 
may not be applied practically, except as modified by the con- 
clusions of economics and ethics. 

If the problem in politics is to determine in general what 
means are efficient in maintaining an absolute ruler in power, an 
induction from the history of absolutism indicates, as such 
means, the extermination of the family of the preceding dynasty, 
disarming by flattery or crushing with firmness all persons who 
are disposed to be independent and ambitious. The unmistak- 
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able induction from the facts of absolute rule is a law of decep- 
tion or severity; but it is not expected, in a society aiming at 
the highest standard of civilization, that this law shall be directly 
applied, although it is supported not only by the facts of early 
tyrannies, but also by the history of absolutism in later times, 
The long reign of Dr. Francia in Paraguay illustrates exactly 
this law. We may be compelled to acknowledge that these 
means and others like them are the only efficient means for 
maintaining absolute rule; but to carry out this law by applying 
these means would bring us immediately into conflict with the 
principles of morals and economics, or the purposes of the moral 
and economic life. In our practical efforts to direct the affairs 
of civilized society we discover that the development of our 
highest social existence is incompatible with the purposes 
involved in absolute rule. The line of action leading to this high- 
est form of social existence is the resultant of the suggestions 
contained in the moral, political, and economic laws, and is very 
different from the end or purpose indicated by the laws of any one 
of these sciences taken by itself. It thus appears that purely 
scientific inductions may be drawn from classes of the historical 
facts of society, but that they may not be applied practically as we 
apply the inductions from the several classes of facts in the realm 
of nature, where we have to do simply with unmoral matter. Inas- 
much as they concern moral beings in intercourse with one 
another they are applied only as modified by, or in connection 
with, conclusions drawn from other classified phenomena of social 
life. Out of this arises the necessity of recognizing a complex 
art of social control, in which we apply no one set of laws or 
principles. If we apply the principles of politics, it is in con- 
nection with moral and economic principles; or our economic 
conduct is checked by moral and political considerations. This 
may be illustrated by our different attitude in different cases of 
changing prices. 

It may be observed that the price of labor, the price of the use of 
capital, and the price of all other commodities, follow essentially 
the same general law; yet our practical conduct is not the same 
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when the price of labor fails toward zero as when the price of the 
use of capital falls toward the same point. When the price of 
labor falls to zero my neighbor stands on the verge of starvation, 
and under the dictation of the laws of morals I violate the eco- 
nomic presupposition of maximum gains, and divide with him 
my day’s income. On the other hand, when the interest on a 
certain portion of capital falls to zero my neighbor may cease 
to be a capitalist and become a laborer, yet in this case I am not 
moved by any moral duty or political consideration to rescue 
him from the consequences of economic forces. Again, if the 
economist holds, as a law of production, that the maximum gains 
will be had under freedom, when each individual is allowed to 
go in the line of his greatest productive ability, it does not 
follow that, participating in the practical management of affairs, 
he will demand a strict application of this law. The freedom of 
buying and selling, of making and importing, is interrupted at 
many points on grounds higher than mere economic expediency. 
However thoroughly convinced one may be that under freedom 
the greatest total gains will be realized, still in his practical 
action he may stand stoutly for restriction, disregarding the law 
of maximum economic gains, for the sake of some superior polit- 
ical or moral advantage. 

Proceeding by this line of thought, we reach the conclusion 
that it is not possible to recognize in the practical affairs of soci- 
ety a distinct art of economics or a distinct art of politics, but 
one comprehensive art of social control, which takes note of the 
scientific conclusions drawn from the several classes of social 
phenomena, and on the basis of these determines practical 
action. 

It is not affirmed that all possible scientific conclusions have 
been drawn from the observed and classified facts of social life; 
nor can it be said with truth that all possible scientific conclu- 
sions have been drawn from the observed and classified facts of 
nature ; yet in either case we have a sufficient number of unques- 
tioned laws to furnish a basis for a safe practical action. We 
have a sufficient knowledge of the laws of combustion to be able 
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to see clearly that the careless throwing of lighted matches in a 
powder mill is not approved practical conduct. We have a 
knowledge of the general laws of economics and politics, which, 
if fully brought into use, is quite adequate to suggest a fairly 
safe line of action. The question of importance at present is 
how to make use of this knowledge, how to employ what we 
know to be the undisputed laws of morals, politics, and econom- 
ics in determining the practical control of social affairs. If a 
way has not already been found for giving this knowledge prac- 
tical efficiency, there is in this fact no reason for departing from 
strictly logical methods in the purely scientific investigation of 
social facts, or for returning to the unfounded utterances of 
sentimentalism. If the last hundred years of economic and 
political study have given us certain accepted laws concerning 
social order and activity, the recognition of these laws as the 
basis of action constitutes the possible difference between our 
practice and that of a century ago, and the possible advantage 
in our favor. . 

In view, however, of the failure of our public practice to cor- 
respond with our knowledge of the social principles which ought 
to determine it, the most immediate and imperative need of the 
present appears to be, not a further refinement of the theories of 
the social sciences, but the organization and perfection of social 
practice. Hitherto we have proceeded on the supposition that 
agents adequate to this undertaking were found in our legisla- 
tive bodies. It has been assumed that municipal, state, and 
national legislators would have knowledge of the principles of 
social order and progress, in a word, a knowledge of the princi- 
ples of economics and politics and ethics, and would formulate a 
course of practical action in harmony with these principles. 
This is, in fact, the purpose for which legislative assemblies are 
convened. They are not expected to engage extensively in the 
work of scientific investigation, but on the basis of ascertained 
knowledge to set forth rules for the guidance of society. Attempts 
to realize these expectations have encountered obstacles. Some . 
of these are observed in the willingness of legislators, in order to 
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continue their party in power, to make concessions to the infirmi- 
ties of the people. The will of the people, even of the people with 
infirmities, has unquestionably a legitimate function in determin- 
ing certain lines of public activity. But there are phases of the 
public administration so entirely dependent on technical knowl- 
edge as to furnish no proper field for the exercise of the popular 
will in its present state of enlightenment. Certain phases of ques- 
ions concerning money fall clearly within this description. And 
he who stands in his place in a legislative assembly, apprehending 
this fact, and bases his decision concerning such a question on 
the prejudices of the uninstructed fails in his duty as a states- 
man. Yet this humiliating spectacle has become so familiar as 
to make on us almost no impression. In this we discover one 
of the obstacles to forming and carrying out a rational art of 
social control. 

If we were to ask expert economists to settle the practical 
questions which, one after another, crowd themselves forward for 
solution, or to frame the precepts of a social art, we might avoid 
the obstacles which the experience of the legislator has revealed, 
but we should encounter almost equally insurmountable obstacles 
in the limited and often one-sided knowledge of the economists. 
As already suggested, the lines of social action must be drawn 
not only in the light of economic truth, but also in the light of 
political and moral truth; and it does not appear that the econo- 
mists may be relied upon to furnish the necessary breadth of 
illumination. Their special knowledge is undoubtedly of great 
importance in practical affairs, but only in connection with the 
wisdom of the moralist and the conclusions of the political phi- 
losopher may it properly serve as a basis of conduct. 

Perhaps the most hopeful attempt to reach the practical 
solutions which we seek is that which certain universities are at 
present making through a department of instruction and investi- 
gation known as the department of social science, or sociology. 
But it may happen that the result will not coincide with present 
expectations. It is possible that the expected science will not 
appear. Out of the minute investigations into present social 














NATURE OF SOCIOLOGY. 37 


conditions and their causes, out of the zeal and the thought of 
the many cultivated men whose attention is directed to the study 
of society, we have every reason to believe there will come 
important contributions to an improved social art. 

If the so-called social science is indeed a science it must 
deal in a scientific manner with the economical, the ethical, or 
the political relations of men, or with all of these relations taken 
together. Observing that classification is the first step in scien- 
tific activity, the economist has gathered the economical facts or 
phenomena of society, and subjected them to the logical treat- 
ment necessary to the development of ascience. In like manner 
the sciences of ethics and politics have been constructed on the 
basis of the ethical and political phenomena of society; and, 
like the science of economics, they consider the appropriate facts 
of social life, whether they appear in the earliest phases of society 
or in the last stages of social enlightenment. The first meeting 
of two savages to exchange their primitive wares is a fact which 
economics takes account of, as well as the facts which make up 
the business life of a great nation. And the science of politics 
embraces in its data the earliest exercise of a leader’s power 
over his tribe or followers, as well as the relations of political 
superiority and subordination which appear in the civilized world 
of the present. And the data of ethics are equally comprehen- 
sive of the moral facts and relations of society in the whole course 
of its history. 

After having gathered these three orders of facts or relations 
into three several classes there seems to be very little left on 
which to build a science worthy of the comprehensive and mag- 
nificent name of the science of society. There is clearly no 
field here for the construction of a science under this title, which 
may be regarded as co-ordinate with economics and politics. 
There is, moreover, no field in the social phenomena of primitive 
life; for economical and political relations are as easily distin- 
guished here as in any phase of civilization. Nor may sociology 
seek a footing in the minor and local organizations of society ; 
for wherever these organizations are the instruments for the 
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exercise of public power, or are corporations existing under the 
state’s laws of incorporation, they are unmistakably within the 
proper field of politics. And even the family, in so far as it is 
not taken account of as a part of the natural history of man, 
exists and is determined in its character by the laws of the state, 
and thus the facts presented by its legal relations constitute a 
part of the data of the science of politics. 

Driven from this field those who are laboring to construct a 
science of sociology have proposed to make it extend over all 
the social phenomena of these several classes at once. This 
project may be likened to an attempt to obliterate the lines of 
distinction between the several sciences of nature. The move- 
ment of these later years is not in that direction, but in the 
exactly opposite direction, and is going forward with marvelous 
rapidity. And what has happened in the realm of nature is 
happening in the realm of society; the process of the differenti- 
ation of the sciences dealing with social phenomena has gone 
forward ; and at present there seems to be no more probability 
of establishing a comprehensive science embracing all the facts, 
or phenomena, of society than there is of establishing a compre- 
hensive science embracing all the facts, or phenomena, of nature. 

Although it may be true that sociology deals with society 
generally, yet its purpose dogs not appear to be scientific, but 
practical. On the basis of scientific knowledge already formu- 
lated, or yet to be formulated, it indicates the lines of social 
action. If, as sometimes asserted, it comprehends economics 
and politics and ethics, it is in such form that the laws pertaining 
to these sciences are joined to furnish the basis of rules of action 
in social affairs. In this view, the ‘sociological synthesis” is a 
union of the scientific conclusions of the several social sciences 
to constitute the basis of an art, not an art of economics, nor an 
art of politics, but the general art of social control; and the 
development of this art appears to be the field open to those 
who call themselves sociologists. 

BERNARD MoOsEs. 
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ADEQUACY OF THE CUSTOMS REVENUE SYSTEM, 
I. 


THERE are, at least, three distinct questions to be considered 
regarding any system of taxation—is it adequate? is it just? 
is it economical? From the popular stand point justice is the 
predominant consideration. In popular discussions, in news- 
papers and journals, the principles of uniformity and universality 
are topics of perennial discussion; and, on every hand, the rela- 
tive merits of progressive and proportional taxation are vehe- 
mently set forth. Each tax and each system of taxation is 
thoroughly scrutinized by the public and unconditionally approved 
or condemned as it seems to conform to, or violate the ideals of 
justice. This ferment is rapidly taking definite form. Every- 
where the public is clamoring for modifications of existing tax 
systems, which shall bring them more nearly into conformity 
with the popular ideals. Despite this clamor, however, the fea- 
sibility of such changes deserves the most careful examination. 
The importance of a proper regard for the principles of justice 
will not, of course, be denied, but this should not be allowed to 
obscure the fact of the existence and practical importance of 
fiscal and economic principles. It must be remembered that, 
after all, absolute justice in taxation is but an ideal conception, 
so remote from the possibility of practical attainment, that good 
authorities are still in controversy over the question—what con- 
stitutes, theoretically, a just distribution of taxation? Really, 
then, much the greater part of the current discussion of justice 
in taxation is in the air. 

The positive result of this popular outcry is to cover up the 
real kernel of the tax question. To discover this, one need 
merely ask—what is the object of taxation? Manifestly it is 
income. To be sure, the aim of the financier is to obtain the 
necessary income, and, at the same time, to inflict upon individuals 


as little injustice as possible. But even at the expense of great 
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injustice the income must be obtained. Fiscal considerations 
must always outweigh considerations of justice. A moment’s 
thought will convince any one of the truth of this proposition, in 
spite of its apparent harshness. It rests on two or three political 
axioms: Man is necessarily social ; he cannot live apart nor with- 
out some social organization ; the government is the social instru- 
ment; it is the necessary means of satisfying his higher needs. 
Justice, itself, for example, can be attained by the individual only 
through the efficient working of the governmental machinery. 
No teaching of history, however, is clearer than that, not only is 
the life of a government ultimately dependent on the adequacy 
of its income, but good government is from year to year bound 
up with good finance; ‘without sound finance no sound govern- 
ment is possible.’’ The fiscal principles then must be regarded 
as the most important of all the principles of finance. This view 
has the sanction of the best authorities. Mr. Bastable, the lead- 
ing English writer on Finance, evidently adopts it when he 
remarks that —“ Productiveness and a tolerable approach to just 
distribution are the two essentials of taxation.”” Much more 
explicit is the statement of Professor Adolph Wagner, who, while 
emphasizing throughout his writings “social justice,” says: “It 
is not customary to place them [the fiscal principles] among the 
highest tax principles, but this is right and positively necessary. 
They are the highest, even outweighing in importance the princi- 
ples of justice.”? 

The weight of popular criticism on the ground of injustice 
has for some time past been consistently directed against indirect 
taxation. It was, partly at least, in response to the popular con- 
viction in regard to the essential injustice of indirect taxation, 
that the attempt was recently made to incorporate permanently 
in our national revenue system some form of the income tax. 
As customs dutiés are a form of indirect taxation, it is assumed 
that they impose disproportionate burdens upon the great mass 


' Finanszwissenschaft, Vol. ii. p. 304. Quotations upholding this position might 
also be taken from the works of Nasse, Humboldt, Leroy-Beaulieu, and many other 
prominent theoretical and practical writers. In fact this view of the importance of the 


fiscal principles is regarded by many high authorities as almost axiomatic. 
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of poorer contributors. Regardless then, of the effect upon 
national income, the public demands that the system be modified 
by the introduction of a tax bearing most heavily upon rich con- 
tributors. But it has been seen that the best judgment requires 
that the efficiency of any tax system be, first of all, tested by 
the fiscal principles. Its satisfying the demands of these estab- 
lishes a strong presumption in its favor, which can be repelled 
only by proving a flagrant violation of the other tax principles. 
If, in other words, the customs revenue system possesses a high 
degree of fiscal adequacy, that is, if the income received from it 
habitually satisfies the government demands, only proof of great 
injustice can sanction its modification. 

The present state of affairs, in which an attempt is being 
made to modify radically, the customs system, demands, then, a 
thorough examination of that system on the grounds of fiscal 
efficiency. In the following pages such an examination will be 
attempted. On account of the practical importance of the ques- 
tion, the a priort verdict, which indeed weighs against the system, 
will be wholly discarded and the discussion will take the form 
of an inductive investigation. The field for this investigation 
will be the financial history of the United States. The discus- 
sion will naturally divide itself into two parts; in the first, the 
actual workings of the system will be tested by fiscal criteria; in 
the second, the effect of any disturbing circumstances peculiar to 
the United States will be considered, and an attempt made to 
arrive at the net result of both examinations. 


II. 


It will be well before proceeding with the historical discus- 
sion, (1) to define clearly the criteria by which it is proposed in 
the following pages to test the customs revenue system, (2) to 
determine the period in American history over which the dis- 
cussion may properly extend, and (3) to indicate briefly the 
data appropriate to the discussion and the method of procedure 
to be followed. ' 

(1) As indicated in the foregoing paragraphs, the principles 
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of fiscal adequacy will be the criteria here employed. These 
principles are deduced from the general character of the public 
economy. In order to attain perfect adequacy the government 
needs must always be met by revenue both as to time and 
amount.* Now under the ordinary circumstances, expenditure 
—the measure of government needs — is reasonably uniform from 
year to year. Income must, then, ordinarily be sufficient but no 
more than sufficient, to satisfy this uniform demand. As, more- 
over, government demand rarely varies with the variation in indus- 
trial and commercial conditions the revenue should also be derived 
from a stable source. Further, as the very nature of govern- 
ment operations constantly expose it to sudden and unforseen 
expenditures, it follows that the public income should possess a 
high degree of flexibility. Sufficiency, stability, and flexibility 
are then the principles of fiscal adequacy. Definitely stated, 
sufficiency requires that the income be ordinarily commensurate 
with the demands of government; stability, that the income 
resist all forces, not of governmental origin, tending to make it 
vary; and flexibility, that it be capable of accommodation, with 
precision and rapidity, to changes in the government demand. 
(2) Having defined the fiscal principles, the next step, pre- 
liminary to the main discussion, should be to determine under 
what circumstances these criteria may be used to test the ade- 
quacy of the customs revenue system. Obviously, it is only 
when the income from taxation violates these criteria, from 
causes inherent to the employment of the form of taxation in 
question, that inferences can be drawn from these violations in 
regard to its general fiscal adequacy. But violations of the fiscal 
principles often arise solely from incidental or non-inherent 
causes. This occurs particularly when a form of taxation is used 
simply as a part of a general system. It is then usually em- 
ployed on account of its excellence in one respect, ¢. g., flexibil- 
ity, and, the sufficiency and stability of the whole system being 


*There must be neither surplus nor deficit at any time. For, while deficit leads 
to debt, surplus leads to overestimation of the tax-paying capacity of a people and 
extravagant expenditure. 
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secured by the use of other taxes, little effort is made ordinarily 
to render the income from this source either abundant or stable. 
Under such circumstances the violation of the principles of suffi- 
ciency and stability may arise from administrative neglect. It 
follows, that a discussion in which the general fiscal adequacy 
of a source of taxation is to be determined inductively by means 
of these principles, must be confined to periods of history in 
which that source was employed as the basis of a general reve- 
nue system, responsible alike for the sufficiency, flexibility, and 
stability of the whole system. It becomes necessary, then, to 
show that customs duties have been thus employed in the United 
States and to define clearly the period in which they have served 
as our national system of taxation. Fortunately the task is not 
difficult. 

A system of duties on imports for the support of the national 
government was established by the first Congressional revenue 
act under the constitution of 1789. It seems to have been the 
popular desire, at that time, that customs duties alone should 
supply the Federal revenue. But distrust, notably on the part 
of Hamilton, of the ability of this source to supply fully the 
fiscal needs of the government, led to the establishment also of 
a system of internal revenue duties. These two systems were on 
trial together for a decade. The result was definite. Though 
more than eighty-eight per cent. of the tax income was derived 
from import duties, that source continued to be regarded with 
favor by the people, while the internal revenue duties were 
steadily opposed. Nor was the opposition merely passive. In 
the case of the Whiskey Rebellion, it developed into armed resist- 
ance to Federal authority and, rapidly increasing in force, 
assumed at length the proportions of a National political issue. 
As such it accomplished a tax revolution. In the campaign of 
1801 the maintenance of internal duties was one of the objections 
urged against Federalist rule. The triumph of the Republicans 
was immediately followed, as a political necessity, by the aboli- 
tion of the internal taxes. This verdict of the people was final ; 
it definitively established customs duties alone as the American 








ar ttt i ctitete 





eesti, : 
et ei 





POPE te Ie: 








44 JOURNAL OF POLITICAL ECONOMY. 


system of national taxation. From that time until the end of 
the civil war, resort was had to other forms of taxation “‘only on 
occasions of special exigency,”* marking the breakdown of the 
customs tax system. 

Since the civil war, indeed, the internal revenue duties 
imposed, during that emergency, to supplement the income from 
import duties have been in part retained, but with no intention 
of displacing the traditional American system. On the contrary 
that system has been constantly strengthened. The internal 
duties may be regarded as taxes of convenience, retained simply 
to bolster up the regular tax system. The fairly steady stream 
of income flowing from them reduces, to that extent, the amount 
of revenue to be derived from import duties. But in no way 
does it remove from the customs revenue system the responsi- 
bility for adequacy. Customs duties then, may, with propriety, 
be subjected to the test of adequacy, as the American system of 
taxation, from the tax revolution of 1802 to the present time. 

(3) It now remains, before entering upon the historical dis- 
cussion, merely to indicate briefly the data necessary for the 
examination and the method of procedure. The most essential 
data for the inductive test about to be attempted are the figures of 
government expenditure, and of the income from customs duties 
in the United States, during the whole period under discussion. 
These figures have been collected and will be found in tables 
in the Appendix. Further, because of defects in the sources 
from which it was necessary to obtain these data,? and also, 
because of the intimate relation existing between customs rev- 
enues and imports, the amounts of total and of dutiable imports 
have been added to the tables. For convenience in use all these 
figures have been incorporated into two charts (see below). In 
the first of these charts is represented the actual values of total 
imports and customs revenues from 1790 to 1893 inclusive, and 
the value of dutiable imports from 1821 to 1893. In the second 
chart is represented the per cent. of customs revenues to net 
* Adams’ Life of Gallatin, p. 294. 

*See Appendix I. 
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ordinary governmental expenditures from 1790 to 1893. It will 
be the aim of the following discussion to interpret these charts 
by the aid of the events of contemporaneous history and 
the examination will be separated into several convenient 
parts, corresponding to the periods into which our history natur- 
ally divides itself when viewed with reference to political and 
industrial conditions. 

1. The years from the adoption of the Constitution of 1789 
to the outbreak of the War of 1812 form a distinct period in the 
national and industrial development of the United States. The 
conditions were those of a young but vigorous agricultural and 
commercial nation subjected to strong foreign influence. The 
current national expenditure, though varying from year to year 
was never excessive. Taxation was moderate as proved by the 
general prosperity of the people, and the rapid payment of the 
public debt. Under these conditions, the income from an effi- 
cient system of taxation, ought not to have violated to any great 
extent the principles of fiscal adequacy. A glance at Chart II., 
however, shows that throughout the period, and especially in the 
last decade when customs duties were the only source of public 
revenues, the income did seriously violate these principles. 
While the revenue was in the main much more than sufficient to 
supply current fiscal demands, its great and rapid fluctuations, 
when compared with government expenditures, rendered it an 
extremely variable basis upon which to place public finances. 
Chart I. clearly shows the reason for this instability. Imports, 
upon the value of which customs revenues were dependent, 
reflected, not the demands of our government, but every marked 
change in European diplomacy and war. 

Previous to the year 1802 the general state of European war 
had proved, in the main, advantageous to our commerce. Still 
the instability of customs revenues had been remarkable. Start- 
ing with a production in 1791, 41.5 per cent. above the govern- 
ment expenditure, the income from this source fell the next 
year to more than 58 per cent. below public expenditure, rose 
again in 1793 to 110.3 per cent., fell immediately to 76.2 per 
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cent., and then rose with fluctuations violent but less extreme 
till, in 1802 when the internal duties were discarded, it stood at 
155.9 per cent. or more than three millions above the demand 
for current expenditure. The stability of public income was not 
increased by basing the national revenue system upon customs 
duties alone. The temporary cessation of hostilities in Europe 
in 1802 was accompanied by an immediate fall in the value of 
imports to $40,558,000 as compared with $64,720,000 in the pre- 
vious year. The renewal of European wars again produced a 
gradual increase of American commerce, until in 1807 the valuc 
of imports had risen higher than ever before, exceeding $78,- 
000,000, while the revenue from customs duties was 89.6 per 
cent. in excess of ordinary public expenditures. This surplus 
revenue, though in general indicating an unsound condition of 
the finances, did not prove burdensome to the treasury at the 
time, as an outlet for it was provided in the payment of the 
revolutionary war debt. The productiveness of taxation there- 
fore, gave rise to high expectations and led so conservative a 
financier as Mr. Gallatin to believe that the customs revenue 
system would prove an adequate basis in case of foreign war. In 
1806 he raises the question whether some mode may not be 
devised to provide for the final and complete payment in a short 
period of the public debt.*. The next year he estimates that the 
surplus in the treasury at the end of 1808 will amount to $8,000,- 
ooo, and that “an annual unappropriated surplus of at least $3,- 
000,000 may henceforth be relied upon with great confidence.” ? 
But in this he was quite misled. Already that series of events, 
foreign in origin, had commenced which, though not depriving 
the American people of the means for satisfying government 
needs, were destined speedily to all but annihilate American 
commerce and thus cut off from the government its source of 
supply. The Berlin and Milan decrees of Napoleon followed by 
the British orders in council, the expiration of Jay’s treaty, and 
Jefferson’s unfortunate imposition of the embargo brought about 


* Report of the Secretary of the Treasury, 1806, Finance Report, vol. i. p. 336. 
* Report of the Secretary of the Treasury, 1807, Finance Reports, vol. i. p. 359. 
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an immediate falling off in the volume of American imports 
from $78,856,000 in 1807 to $43,992,000 in 1808 and $38,602,000 
in 1809. The suspension of commerce meant the impairment of 
the revenue from customs duties. From 1807 to 1809 the 
income from this source fell from $15,845,000, or 89.6 per cent. 
more than was called for by current government needs, to $7,-: 
257,000, a little more than 70 per cent. of the government expen- 
ditures. The surplus for which Mr. Gallatin had been seeking 
employment was immediately swept away. In his report for 
1808 the Secretary’s tone has entirely changed. “If the 
embargo and the suspension of commerce shall be continued,” 
he writes, ‘the revenue arising from commerce will in a short 
time entirely disappear. In case of war some part of that 
revenue will remain ; but it will be absorbed by the increase of 
public expenditures. In either case, new resources to an 
unascertained amount must be resorted to.’’* From this time to 
the end of the period in 1812 a series of rapid changes in the 
aspect of foreign affairs was faithfully reflected by fluctuations 
in the source of revenue. In 1808 England opened the ports of 
Spain and Portugal, and early in 1809 the embargo was sus- 
pended—importations responded in 1810 by a rise from $38,- 
602,000 to $61,008,000. Napoleon, in 1810, seized the American 
shipping in European ports, and the embarge was reénforced in 
the same year as regarded England—importations fell in 1811 
to $37,377,000. Shortly after, Russia and Sweden opened their 
ports to American shipping in defiance of the Berlin and Milan 
decrees—imports rose rapidly to $68,534,000. 

A more comprehensive idea of this period may perhaps be 
obtained from an examination of the charts and tables than from 
the previous discussion. But such an examination serves only 
to strengthen the evidence revealing the inadequacy of the 
customs revenue system. From Chart II. it will be seen that in 
the twenty-one years here included, though the revenue was on 
the whole much above government expenditure, yet it fell below 
that amount no less than nine times—a most remarkable exhi- 


* Report of the Secretary of the Treasury, Finance Reports, vol. i. p. 377. 
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bition of instability. Further, after 1802, when customs became 
the sole source of revenue, the public income, as shown by the 
tables, ranged from 30 per cent. below to 89 per cent. above 
expenditures; yet in one year only, did it approach nearer than 
27 per cent. above or below that amount. In a word, the 
revenue seemed utterly uncontrollable either by reduction when 
it was too large or by increase when it was too small. Taken as 
a whole, then, the examination of this period indicates clearly 
that when the commerce of a nation is exposed to serious dis- 
turbances, on account of foreign influence, great instability in the 
revenue derived from this source is the inevitable consequences, 
and disordered finances the result. Under such circumstances it 
must be extremely dangerous to base the public finances upon 
customs duties alone. 

2. With little change in industrial conditions, the United 
States passed from the period of foreign influence into a period 
of foreign war. Peace was formally abrogated at about the close 
of the fiscal year 1812, and normal conditions were not restored 
until near the end of the fiscal year 1816. Roughly speaking, 
these dates mark the limits of the war period. Were it reason- 
able, during this time, to judge of the adequacy of the customs 
revenue system by means of a simple comparison between the 
income from import duties and the necessary expenditures of the 
government, no elaborate discussion would be necessary in order 
to reach a very definite conclusion. The great depression of 
the broken line on Chart II. clearly and conclusively indicates 
the utter failure of the customs revenue to support the govern- 
ment adequately. It must be borne in mind, however, that this 
period was a crisis in the life of the nation when it may be 
doubted whether the current national income was sufficient to 
satisfy both the total wants of the government and the impera- 
tive individual needs of the people. No tax system in such a 
case could be required to furnish the whole of the necessary 
government income. 

This fact was recognized at the time, and influenced the 
financial plan of the war. Mr. Gallatin, Secretary of the 
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Treasury, in outlining this plan, calculated that taxation might 
be safely depended upon to defray the ordinary expenses of the 
peace establishment, together with the interest on the public debt, 
and that, with this tax income as a basis, the extraordinary 
expenses might be defrayed by loans, without injury to the credit 
of the nation. In pursuit of this policy, he proposed that the 
whole of the tax income should, as heretofore, be drawn from 
customs duties. These calculations seem to have been reason- 
able. Imports, though varying, had risen in 1812 to more than 
$68,000,000—an ample source from which to obtain the peace 
revenue—while there was an abundance of loanable capital in the 
country." The war policy, then, was rational. Further, it was 
conditioned on the character of the revenue from custom duties. 
Unless, therefore, it can be shown that the nation was exhausted 
or the people disaffected, the adequacy of the customs revenue 
system during this period is to be judged by the success of the 
war policy. 

From the outset, the financial operations of the war were 
inadequately supported by the tax revenue. In accordance with 
his plan Mr. Gallatin had recommended that customs be immedi- 
ately increased 100 per cent. June 30, 1812, therefore, duties 
were doubled, but the anticipated increase of revenue was not 
forthcoming. The income was, indeed, larger for the calendar 
year 1813 than in the years preceding, owing to the great amount 
of imports in 1812, but it fell immediately thereafter far below 
the peace level, and during the continuance of the war remained 
utterly insufficient and wholly inflexible. Nor could the result 
have been otherwise. For the amount of imports progressively 
fell as public expenditure rose, until, in 1815, the total value of 
imported merchandise was less than the ordinary income from 
customs duties, and not one-third of the amount of public 
expenditures. The credit of the government declined almost 
from the beginning. Of the six government loans only the first 

* In 1808 Mr. Gallatin said : “The embargo has, brought in and kept in the United 
States almost all the floating capital of the nation, . . . . at no former time has there 


been so much redundant and unemployed capital in the country.”— Report of the 
Secretary of the Treasury, 1808, Finance Reports, vol. i. p. 377. 
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was placed at par, though 6 per cent. was offered and various 
tempting inducements held out to capitalists. The depreciation 
of the public credit is shown in the discount of 35 per cent. at 
which 6 per cent. stock was sold in 1814. The successive issues 
of treasury notes which were resorted to after the fiscal year 
1813 also suffered severe depreciation. By 1815, so low had 
the credit of the nation fallen, that payments in state bank 
paper, though the banks had suspended specie payment, were 
universally preferred to payments in the paper of the govern- 
ment. 

The failure of the customs revenue system to produce an 
abundant revenue, and this consequent deplorable state of the 
public finances, were not due to national exhaustion. The 
resources of the country were ample,’ but they could not be 
reached through the channel of customs duties. Nor, in spite of 
the opposition of New England, can the fall of public credit 
be ascribed to the unwillingness of the people to bear further 
taxation. Secretary Campbell distinctly denied both suppo- 
sitions,’ and his denial is borne out by the fact that the internal 
duties, reluctantly placed when it became evident that the custom 
revenue system had broken down, produced a fairly abundant 
income up to the end of the period. No valid excuse then, for 
the insufficiency of the public revenue being found in the want 
of public wealth or the popular support of the government, it 
must follow that the failure of the financial plan of the war, 
conditioned as it was upon customs duties, is evidence of the 
inadequacy of that system of taxation to serve as the source of 
national income. 

The evidence against the customs revenue system furnished 
by this period is not, moreover, all brought out in the discussion 


*See Report of the Secretary of the Treasury (Jones), 1813, Finance Reports, vol. i. 


Pp. 491. 

*“The resources of the country are not exhausted .... The promptitude and 
cheerfulness with which the present taxes are paid, afford the best pledges of the spirit 
with which the people will meet such demands as the interests and safety of the country 
may require.”—Report of the Secretary of the Treasury (Campbell), 1814, Finance 
Reports, vol. i. p. 531. 
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of the failure of the war policy. The instability of the revenue 
from import duties was, further, most strikingly illustrated by 
the events following the close of the war. As soon as the arti- 
ficial restraints on foreign intercourse were removed, the volume 
of imports rose to a great height. In 1815 the value of imported 
merchandise stood at only $10,645,000; the next year it was 
$129,964,000, more than a twelve-fold advance. The one hun- 
dred per cent. increase in the rate of customs duties, now that 
the imperative need for it was past, now that it was too late 
to save the.credit of the nation, became enormously productive. 
For the year 1816 the customs revenue was five times greater 
than for 1815, while in 1816 and 1817, together, $63,589.000 
flowed into the treasury from import duties, as against $13,280,000 
in the two years preceding. This remarkable increase of reve- 
nue, coming so near the close of the war and yet causing no 
stay in the progress of the nation, is indicative of the tax income 
that should have been realized while the war was actually in 
progress. Had the $63,000,000 of revenue now received from 
customs duties been distributed over the three or four preceding 
years, there is every reason to believe that the war might have 
been more vigorously prosecuted, the credit of the government 
sustained and much less public debt incurred. 

3. Oppressive foreign influence in the United States dis- 
appeared with the war of 1812. A new era was then entered 
upon, characterized chiefly by vigorous and healthful national 
growth, the payment of the public indebtedness, and the 
rise of manufactures. The limits of this period, as distinctly 
shown in Chart I., are 1816 to 1835. For the purposes 
of this paper the leading events may be very briefly sum- 
marized. 

Though foreign trade declined rapidly after 1816, customs 
revenues were in the main more than sufficient to meet govern- 
ment expenditures. The evils of redundant income were avoided 
by the rapid payment of the public debt. Unfavorable industrial 
conditions, however, in this manufacturing era, as in the commer- 
cial and war periods preceding, rendered the revenue extremely 
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uncertain. Especially in the crises of 1819 and 1824 the income, 
as shown in Chart I., fluctuated abruptly and widely about 
government needs. During the earlier crisis these fluctuations 
were almost as marked as those of the foreign war period. 
Chart I. shows the cause. Imports which had risen in 1818 to 
$102,323,000, fell successively, through 1819, 1820, and 1821 to 
$67,959,000, $56,441,000, and $43,696,000 respectively. Customs 
revenues consequently decreased, falling from $20,283,000, in 
1819, to $15,005,000, in 1820, and $13,004,000 in 1821. Nor 
did the income fully recover until after the crisis of 1824. The 
serious effect upon the treasury of this unexpected decrease of 
revenue is shown by the following extract from the report of the 
Secretary for 1819: “It is not probable that any modification of 
the existing tariff can supersede the necessity of resorting to 
internal taxation if the expenditure is not diminished... . 
Whether the revenue be augmented or expenditure be diminished 
a loan to some extent will be necessary.”* Yet the revenue was 
ordinarily redundant and two years before had been 31.4 per 
cent. greater than the government expenditures, and further, this 
was in a time of peace and average prosperity, when, if ever, the 
income should have proved adequate. However, from the crisis 
of 1824 to the end of this period in 1835 little criticism can be 
made of the revenue system. Imports rose rapidly, and the 
income from customs duties continued to be for the most part 
far above the current government expenditures. Though this was 
in direct violation of the rule of sufficiency it furnished a wel- 
come means of debt payment, and the period closed with confi- 
dence in this source of revenue unshaken. 

4. Between 1835 and 1843 a brief period of unhealthful specu- 
lative expansion, and the inevitably painful return to normal con- 
ditions, succeeded the vigorous growth of the preceding years. 
The national debt was practically liquidated at the close of the 
year 1835, and the speculative spirit which developed was 
undoubtedly due in great part to surplus revenue no longer to be 
disposed of by debt payment. This surplus accumulated mainly 


" Report of the Secretary of the Treasury (Crawford), Finance Reports, vol. ii. p. 149. 
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through excessive sales of public lands, added to the ordinary 
customs tax income.’ 

An unappropriated surplus is always a greater financial evil 
than a moderate deficit, since it so far unnecessarily reduces the 
income of the people and leads to false estimates of the tax-pay- 
ing capacity of the nation. At this time, therefore, the income 
from a legitimate system of taxation, through its elasticity, should 
have declined so that the total government income might .meet 
exactly tlie demands of ordinary public expenditures. It was 
not so with the income from the Customs Tax system. Though 
the Secretary of the Treasury recognized the danger and repeat- 
edly endeavored to bring about a reduction in the tax income, 
the revenue from customs during the years of speculation rapidly 
increased (see Chart I.), rising from $16,214,000, in 1834, to 
$19,391,000, in 1835, and $23,409,000, in 1836. The ridiculous 
spectacle was presented of a sovereign people taxing themselves 
far beyond the needs of the government and yet wholly unable to 
obtain relief, while a growing surplus was becoming more and more 
a source of anxiety. At last, in June, 1836, the reduction of the 
revenue being out of question, Congress passed an act for the 
disposal of the surplus. It ordered the distribution of $28,000,- 
000 among the States in the form of quarterly payments begin- 
ning January 1, 1837. Before the last deposit was made the 
aspect of affairs was entirely changed. Over-speculation had 
precipitated the crisis of 1837. The sale of public lands ceased. 
Government income at once fell from forty-eight to nineteen 
millions, The same secretary, who, a year before, had urged a 
reduction of income now spoke dolefully of a prospective deficit 
at the beginning of 1838 of over five millions. The need now 
was for an immediate increase of the tax revenue. But the 
income from the customs tax system instead of rising to meet 
this need dropped from $23,409,000 to $11,169,000. A glance 


*“The great surplus forced into the Treasury by the excesses in the sales of land 
and in duties on imports . . . . has undoubtedly contributed, through the loan of it 
while on deposit, to sustain, in some degree, if not to produce the spirit of overtrad- 
ing.” —Report of the Secretary of the Treasury (Woodbury), 1837, Finance Reports, vol. 
iv. p. 29. 
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at Chart II. will best indicate the state of affairs. Though two 
years before, when the Treasury was overflowing with income 
from an incidental source, import duties had furnished 10.3 per 
cent. more than the total needs of the government, they now 
brought in less than 30 per cent. of necessary government 
expenditures. Secretary Woodbury, commenting upon the situa- 
tion, said: ‘It is impossible, . . . . that, with sources of reve- 
nue so fluctuating as ours, and so dependent on commercial 
prosperity, any fiscal operations should be long contifjued with 
ease, vigor, and uniformity, without some such regulator as a 
power to issue and redeem Treasury notes, or to invest and 
sell the investment of surpluses. By any other course we 
should constantly be exposed to great deficiencies or excesses 
with all their attendant embarrassments.’’? 

Frequent though less severe fluctuations in the customs rev- 
enue continued in the troubled years succeeding the crisis, nor 
did it again meet government demands till after the close of the 
period in 1843. This condition of affairs called forth from the 
Secretary in 1839 the following complaint: ‘The principal 
sources of our revenue are sensibly affected by fluctuations, not 
only in commercial prosperity, but in the crops, the banking policy 
and the credit systems of even foreign nations. The influence 
of these causes seems to become yearly more changeable and 
uncertain in its extent.”* National finances in consequence were 
most seriously affected. It was found necessary to create a new 
national debt. Two loans and five issues of treasury notes were 
resorted to between 1837 and 1843, while the credit of the gov- 
ernment ‘stood at a lower ebb than ever before in times of 
peace.”’3 The examination of this period of speculative expan- 
sion and collapse furnishes them a double exhibition of utter 
inflexibility of the customs tax system when it should have been 
most flexible and of extreme sensitiveness to changes in commer- 

" Report of the Secretary wi the Treasury, 1837, Finance Reports, vol. iv. p. 9. 

? Report of the Secretary of the Treasury (Woodbury), 1839, Finance Reports, vol. 
Iv. p. 242. 


3SCHOULER, History of the United States, vol. iv. p. 408. 
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cial and industrial conditions, when it should have been most 
stable. 

5. The two decades following 1843 form another period of 
vigorous national growth accompanied by remarkable commer- 
cial activity. Reference to Chart I. shows the rapid and enor- 
mous increase of foreign trade. Imports rose from $96.390,000 
in 1844 to $336,282,000 in 1860. Mr. Walker speaks of 1846 as 
beginning a ‘‘new commercial era” in which ‘‘many causes com- 
bined to augment the trade among nations.”* The Mexican war 
and the crisis of 1857 were the only events which, in 20 years, 
seriously interfered with industrial prosperity. The demands of the 
government were at no time beyond the revenue that could have 
been obtained from legitimate taxation, while more than ordinary 
efforts were made to bring the tax income into exact conformity 
with public expenditures. A most favorable opportunity there- 
fore existed to test the adequacy of the customs revenue system. 

The financial history of the period, however, while it reveals 
a closer conformity of the tax income to the demands of the gov- 
ernment than previously does not present the customs system in 
a favorable light. A high rate of specific duties had been levied 
in 1842 to enable the income to recover from the effects of the 
crisis of 1837. The first result was an increase considerably 
beyond government needs. By 1845 customs duties were produc- 
ing 19.4 per cent. more revenue than was called for by public ex- 
penditures. Then, though imports continued to increase, the income 
began seriously to decline. Mr. Walker, Secretary of the Treas- 
ury, declared that this decline “rose from the prohibitory char- 
acter of specific duties,’ and that ‘‘the revenue under the tariff of 
1842 must have continued to sink so rapidly as soon to have 
caused a great deficit, even though in time of peace, and thus 
have required ultimately a resort to direct taxes or excises.”’? 

As high specific duties had failed to produce adequate 
revenues, the Secretary proposed a reduction, with ad valorem 

* Report of the Secretary of the Treasury (Walker), 1847. Finance Reports, vol. vi. 
P. 149. 
? Report of the Secretary of the Treasury, 1846. Finance Reports, vol. vi. p. 6. 
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duties. Congress therefore enacted a revenue law along these 
lines, designed to aid in vigorously carrying on the war with 
Mexico. But though the revenue from customs was thus increased, 
it fell far short of satisfying government needs during and imme- 
diately following the war. Only 43.2 per cent. of the necessary 
public income was received from such taxation in 1847, 66.6 per 
cent. in 1848, and 65 percent. in 1849. With the year 1850, how- 
ever, the income began to increase rapidly,” and by 1853 “‘a large 
surplus accumulated in the treasury and became a cause of alarm 
in commercial circles.” * Expenditures increased, but still the sur- 
plus grew. Alarm was felt that the accumulation of specie in 
the treasury might bring on financial stringency.3 An act was 
therefore passed, in 1857, reducing customs duties. This attempt 
to bring about an equilibrium of income and expenditure, like 
previous efforts, miscarried. It was impossible to reckon on the 
certainty of customs revenues. The crisis of 1857 brought with 
it an immediate fall in the tax income of over $22,000,000. Be- 
fore the end of the year 1857 Congress was obliged to authorize 
an issue of $23,716,300 in treasury notes and six months later to 
place a loan of $10,000,000. During the remainder of this 
period the receipts remained inadequate, exhibiting extreme 
sensitiveness to the political movements preceding the civil war. 
A threatened revolution of a political character late in 1860 drew 
the following complaint from the Secretary of the Treasury: 
“Already has the treasury been seriously affected by these 
causes. The receipts from customs for the last few days have 
greatly fallen off, and the limited amount received is composed 
each day of an increased proportion of treasury notes not yet 
due.”* Thus with an income insufficient even in time of peace 

*Not so rapidly as appears from the tables (see Appendix l1.). Before 1850 
customs revenues are net —after 1850 gross. 

? Report of the Secretary of the Treasury (Guthrie), 1853, p. 6. 

3See Young’s Special Report on Customs Tariff Legislation, XLII. Congress, 2d 
Session, p. 107. 

4 Report of the Secretary of the Treasury (Cobb), 1860, p. 7. The Secretary was so 
alarmed that he recommended an issue of treasury notes, for the redemption of which 
the public lands should be unconditionally pledged. 
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and prosperity, the country entered upon a period of civil 


war. 
6. Though on a vastly greater scale, the financial conditions 


and results of the civil war were quite similar in character to 
those of the war of 1812. <A very brief discussion of the later 
period will therefore suffice for the purposes of this paper. If, 
in the civil war, as in the war of 1812, the income from customs 
duties be contrasted with government expenditures, the result is 
even more unfavorable to this form of revenue. This is readily 
seen by a glance at Chart II. and by a comparison of the follow- 


ing tables: 
WAR OF 1812. 








| 
Government | Per cent. of Value 
Expenditures. mone a of Imports. 
(,000 omitted) | Expenditures (,000 omitted) 





$ 61,008 
37,377 
68,534 
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12,819 
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Government Per cent, of Value 
Customs Revenues./Customs Revenues| of Import. 


Expenditures. A 
(,000 omitted) (,000 omitted) icone (,000 omitted) 





$336,282 
274,656 
178,330 
225,375 
301,113 
209,656 
423,470 
378,158 
344,808 
394,440 


$ 63,200 $ 53,187 84. 
66,650 39,582 59. 
469,570 49,056 10. 
718,734 69,059 9. 
864,969 102,316 II. 

| 1,296,817 84,928 6. 

| 523,565 179,046 32. 

357,542 176.417 49. 

3775340 164,464 43- 

322,865 180,048 55. 
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In the civil war, however, as in the war of 1812, it was 
believed to be impossible to obtain the whole of the necessary 
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government revenues by means of taxation. The financial plan 
of the war, as detailed by the Secretary of the Treasury, pro- 
vided that the bulk of extraordinary income should be drawn 
from loans, taxation being relied upon to furnish only the means 
for the discharge of the ordinary demands, for the punctual pay- 
ment of interest on loans, and for the creation of a gradually 
increasing fund for the reduction of the principal.t Such a tax 
revenue, it was confidently expected, would maintain the credit 
of the nation unimpaired. ‘The preference always evinced by 
the people of the United States, as well as their legislature and 
executive, for duties on imports” determined the secretary, 
when making provision for the necessary tax income, to recom- 
mend only such modifications of the existing tariff as would 
produce the principal part of the needed revenue, and such resort 
to direct taxes or internal revenue duties or excises as circum- 
stances might require in order to make good whatever deficiency 
might be found to exist.?, Customs duties were then distinctly 
regarded as the war taxes, and the success of the war policy is the 
test of their adequacy. 

From the beginning of the struggle the capacity of the cus- 
toms revenue system was strained to the utmost. Additional 
import duties were imposed during the extra session of Congress 
in summer of 1861. A further increase was made in December, 
soon after the next regular session had convened, and “from 
that time till 1865 no session, indeed, hardly a month of any 
session passed in which some increase of duties on imports 
was not made.”3 The results were ridiculously meager. For 
the years 1861-62-63 the revenue remained almost absolutely 
inflexible, scarcely rising above the ordinary peace level. 
As early as 1863 Secretary Chase was forced to admit the 
failure of the policy of relying on customs revenues. In 
his report he said: “It is possible that a limited additional 
amount of income may be derived from judicious modifications 

* Report of the Secretary of the Treasury, July 4, 1861, p. 6. 


* Report of the Seeretary of the Treasury, July 4, 1861, p. 7. 
3Taussic, 7Zariff History, p. 160. 
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of some provisions of the laws imposing duties on foreign 
imports, but the chief reliance for any substantial increase, and 
even for the prevention of possible decrease, must be on internal 
duties.” Nevertheless a supreme effort was made in the great 
act of 1864 to bring about a substantial increase in the customs 
revenue. Imports were universally taxed, and at the highest 
rates that Congress dared impose. The result was disappointing, 
and was a remarkable illustration, both of the inflexibility and 
the instability of the customs system. The excessive rates 
caused an immediate reduction of imports, and, instead of an 
increase, there was a fall in the amount of customs revenue, for 
1865, of more than seventeen millions of dollars. 

In consequence of the meager income from taxation, the 
credit of the government early began to decline. Though all 
loans were nominally placed at not less than par, it was par 
in depreciated paper currency. The following table* exhibits. 
the rapid fall of public credit by showing the specie price of all 
obligations issued during the war: 








> , eas | Gross Receipts from Gold Value Percentage 
For THe Years ENDING Debts created. of Gross Receipts. Realized. 





December 31, | $470,562,306 $420,657,784 89.39 

9 31, 3 663,748,162 451,687,251 68.05 
a) 31, 754,938,393 384,462,432 50.93 
September 30, 675,984,729 438,540,163 64.87 





The spectacle of a powerful and wealthy nation placing its 
loans at a discount of almost 50 per cent. is strong evidence 
against its system of taxation. 

Though condemned by the failure of the war policy the 
actual inferiority exhibited by the customs system in this emer- 
gency, can be best shown by a comparison of the revenue received 
from it with that derived from internal revenue duties. The 
internal revenue system was only gradually put in operation after 
the beginning of the war, and first became productive in 1863. 
In the next three years, however, $628,436,000 were covered 
into the treasury from this source as against $336,290,000 from 

"H.C. Apams, Public Debts, p. 131. 
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the customs tax system pushed to its greatest capacity.’ At the 
period of. greatest stress, when the revenue from customs duties 
stood absolutely inflexible, the revenue from internal duties, 
though already greater than that from imports, was made to 
increase $100,000,000 in a single year. Further, while the 
income from customs was extremely uncertain, the flow of reve- 
nue from internal duties was a steadily rising stream, increasing 
frem $109,000,000 in 1864 to $209,000,000 in 1865, and 
$309,000,000 in 1866. It is true, indeed, that after the stress of 
war was passed, customs duties furnished an enormously increased 
revenue, but quickness of response to financial measures is an 
absolute essential to adequacy. Here lay the chief merit of the 
internal revenue system. Its manifest superiority over the cus- 
toms system goes only to confirm the conclusions reached 
by the comparison of the two systems in the war of 1812. 
It is probable, as H. C. Adams suggests,’ that had the inter- 
nal revenue machinery been in operation two years earlier the 
war might have been brought to a more speedy termination, 
while the credit of the government could not have suffered as it 
did. 

* Allowance must be made, however, for the fact that internal revenue duties were 
payable in depreciated paper currency. 


? Public Debts, p. 132. The following table indicates how a setting forward of 
the internal revenue receipts two years would have affected the combined income from 
the two systems: 

ACTUAL REVENUE. 





1862. | 1863. 





Customs revenue....| $49,000,000 $69,000,000 $102,300,000 | $84,900,000 
Internal revenue.... 37,600,000 109,700,000 | 209,400,000 


$49.000,000 | $106,600,000 | $212,000,000 | $294,300,000 








SUPPOSITIONAL REVENUE. 








1862. | > 1864. | 1865. 


Customs revenue....| $49,000,000 | $69,000,000 $102,300,000 $84,900,000 
Internal revenue.... 109,700,000 | 209,400,000 309,200,000 | 266,000,000 











Total | $158,700,000 $278,400,000 $411,500,000 | $350,900,000 
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7. The civil war period financially considered closed about 
the year 1869, when the government ceased to borrow to 
satisfy the demands incurred on account of the war. The 
succeeding years down to the present time form a period in which 
the general conditions were nearly the same in character as those 
following the war of 1812. In this as in the former period, 
commercial, industrial and national expansion followed the 
war; in this period also these manifestations of growth were 
accompanied by serious industrial disturbances; in both periods a 
great national debt was saddled on the government. The finan- 
cial history of the two periods is, naturally, quite similar. One 
great difference however exists. The internal revenue duties, 
which were abolished as soon as possible after the war of 1812, 
were, in the later period, in part retained. From them the 
government has received a fairly steady and abundant revenue 
in addition to the income from customs duties. This fact may 
perhaps be taken as cause for denying the possibility of testing, 
by means of the fiscal criteria, the adequacy in this period of the 
customs revenue system. But the objection seems really without 
foundation. Customs duties are still regarded as the traditional, 
national system of taxation. They are only supplemented by the 
internal duties; but this fact is, in itself, highly significant. 
That it has been deemed necessary in recent years thus to bolster 
up the customs’ system is, fer se, one of the strongest proofs 
of the failure of that system to serve as an adequate source of 
national revenue. It will be admitted however that the employ- 
ment of the internal duties does render a direct comparison 
between customs revenues and public expenditures useless for 
the purposes of this paper. Yeta brief survey of the period is of 
great value to bring out two points—the over-abundance and 
inflexibility—of customs revenues in a period of general prosper- 
ity, and, at the same time the extreme instability of the income 
from this source. 

At the beginning of this period speculative activity grew 
rapidly, commerce was greatly stimulated, and the tax income 
was in consequence remarkably large. As early as 1870, the 
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revenue was more than $100,000,000 greater than current public 
expenditures, and the next year the excess was nearly as great. 
The public debt, though payments were made rapidly, could not 
absorb so great a surplus. It became a menace to the prosperity 
of the nation. An immediate reduction of taxation was there- 
for called for, and in 1872 a reduction of 10 per cent. in the 
rate of customs duties was effected. But on account of the 
instability ot the revenue the step proved disastrous. Crisis 
and industrial depression almost immediately followed, and both 
imports and customs duties were suddenly and extensively 
decreased. Imports fell nearly $100,000,000 in a single year 
and did not rise again to their normal volume until 1880. The 
revenue from customs which had stood at $216,370,000 in 1872 
dropped to $188,089,000 in 1873 and $163,103,000 in 1874. 
Then it became necessary for the government, which but three 
years before was contending with a $100,000,000 annual surplus, 
to resort to borrowing. In alarm, Congress, in 1875, restored 
the 10 per cent. which had been taken from the rates of customs 
duties in 1872. But the revenue system which had proved so 
sensitive to commercial changes, did not respond to the efforts 
of the government. The fall in the value of customs revenues 
continued until in 1878 it was $86,000,000 less than five years 
before. 

The revival of trade however which came about 1879, soon 
carried customs revenues to a higher point than ever before. 
By 1881, the Secretary of the Treasury was again complaining 
of an embarrassing surplus revenue.* This was estimated, in 
1883, at $85,000,000 per annum,’ and in 1886 SecretaryMann- 
ing reported that during the last years the surplus had averaged 
over $100,000,000. How to dispose of the immense hoard in 
the Treasury became again the great financial problem. Con- 
gress had risked revenue reduction with disastrous results. It 


* Report of the Secretary of the Treasury (Manning), 1886, p. xxxiv. 
* Report of the Secretary of the Treasury (Folger), 1883, p. xlv. 


3 Report of the Secretary of the Treasury (Folger), 1881, p. xviii. 
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dared not again adopt this means of avoiding surplus. Naturally,* 
therefore, it now resorted to the other alternative—extravagant 
expenditure. By means of enormous appropriations the surplus 
was soon depleted. But here again Congress had failed to take 
sufficient account of the instability of the customs revenue 
system. The crisis of 1890 was at hand; the revenue from 
customs fell rapidly ; a deficit resulted, and the government has 
again been forced in a time of peace to make use of its credit. 
Thus the nation is repeating, apparently in the same order as 
before the financial experiences of the earlier part of the period, 
and the dreary alternative of embarrassing surplus and embarrass- 
ing deficit bids fair to continue as long as the present revenue 
system exists. 

The direct historical examination of the customs révenue 
system, in connection with the fiscal criteria previously laid down, 
has now been completed. This examination has extended over 
the whole experience of the United States, in the use of the cus- 
toms revenue system as a national source of income. No period 
therefore remains whose events may contradict the conclusions 
drawn from this study so far as they relate to American financial 
history. It will be well, briefly to sum up the results of this dis- 
cussion. 

In the historical survey a variety of national, industrial 
and commercial conditions have been encountered, yet the testi- 
mony throughout is strikingly in accord. In the first period 
examined, while the nation was yet in its youth, and subject to 
strong foreign influences, the customs revenue, though on the 
whole abundant, was found to be uncertain to such an extent as 
rendered it an extremely precarious base on which to place the 
public finances. In the second period, under the stress of for- 
eign war, the financial policy based upon the customs revenue sys- 
tem utterly broke down, as a result of the insufficiency and 
inelasticity of this form of income. The generally favorable 


*As Secretary Cobb has said: “When publicrevenues happen to be abundant, 
many projects are listened to and adopted by Congress, without careful regard to the 
burdens they may permanently impose”.—Report of the Secretary of the Treasury, 


1857, p. 10. 
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conditions of the third period, while accompanied by a redun- 
dancy of revenue, did not insure the nation against great insta- 
bility of income, resulting from transient industrial disturbances. 
The fourth period under examination, furnished a striking illus- 
tration of redundant customs revenue both as effect and cause 
of speculative expansion, and of the extreme instability of 
this form of revenue in time of acute commercial crisis. In the 
fifth period, under remarkably favorable general circumstances, 
the customs revenue, though on the whole abundant, still proved 
extremely sensitive to industrial and commercial disturbances. 
The civil war period served only to illustrate on a larger scale 
the defects of the system that were found to characterize it in 
the war of 1812. And finally, in the full vigor of the nation, and 
in time of average prosperity, this form of revenue was found to 
be alternately, according to the transient character of industrial 
and commercial conditions, greatly in excess of and far beneath 
the income necessary for the support of the financial operations 
of the government. 

It will be seen that two factors are common to all these periods, 
viz., redundancy of revenue in time of commercial and industrial 
activity, and insufficiency and instability of revenue in time of 
stress and depression. On the whole it may be asserted, without 
fear of contradiction, that, throughout the history of the customs 
revenue system in the United States, the income from this source 
has been determined, not by government need, but, almost wholly, 
by the character of temporary industrial, and, more especially 
temporary commercial conditions. As a consequence, in war 
the current public income has proved utterly insufficent, unstable 
and inflexible; in peace it has shown itself extremely uncertain 
fluctuating with every crisis and even with the changes in the 
policy and condition of foreign nations; in times of prosperity it 
has forced upon the treasury embarrassing surpluses, leading to 
extravagant expenditure, speculation and crisis; in adversity it 
‘has left the treasury empty, necessitating the lavish use of the 
public credit. Judged purely by these results, as a main source of 
national income, customs duties must receive almost unqualified 
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censure, compared with which the aspersions against it as a cause 
of individual injustice are trivial, and it should at once be dis- 
carded or essentially modified. However, the foregoing discus- 
sion has not been exhaustive enough to justify the rendering of 
a general verdict. The questions, whether any peculiar circum- 
stances have accompanied the employment of the customs 
revenue system in the United States, and if so, whether, and to 
what extent, these circumstances, non-inherent to the use of the 
customs revenue system, have contributed to its unfavorable 
showing are still before us. These questions will be discussed 
as briefly as possible in the following section. 


Ill. 


A review of the general conditions existing in the United States 
since customs duties first became the national revenue system 
reveals no peculiar circumstances operating against the success- 
ful employment of this source of public income. On the con- 
trary, the general conditions have been remarkably favorable. 
Vigorous national growth, rapid industrial and commercial expan- 
sion, and great accumulation of wealth, have characterized the 
period. The isolated position of the country and a conservative 
attitude toward government enterprises, have combined to ren- 
der national expenditures on the whole moderate. Customs 
duties, moreover, have been used to provide only for Federal 
expenditures, the states being expressly forbidden by the Con- 
stitution from placing any duties on imports. And finally, the 
people, upon whose approval the success of any system of taxa- 
tion under a democratic government must ultimately depend, 
have regarded indirect taxes with peculiar favor. The failure, 
then, of the customs revenue system to conform to the require- 
ments of fiscal adequacy cannot be regarded as a result of the 
general conditions found in the United States in the past century. 
This conclusion granted, there remains but one other possible 
source from which circumstances might arise unfavorable to the 
success of the system, viz., the financial operations of the gov- 
ernment. Here, indeed, two peculiar and unsatisfactory features 
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are found to exist. They are, first, a faulty financial organiza- 
tion; and secondly, a continued administration of the customs 
revenue system for economic rather than fiscal purposes. That 
these features of American finance have been responsible, to some 
extent at least, for the unfavorable showing of the customs rev- 
enue system in the United States cannot be questioned. How 
far they have contributed to its failure is the vital problem before 
us. Whether the customs system must indeed, as indicated by 
the historical examination, be regarded as essentially incapable 
of serving as an adequate source of national income, or whether 
it may be modified or administered in such a manner as to avoid 
the difficulties of the past, are questions that depend for answer 
upon a solution of this problem. The peculiarities of American 
financial operations are, in general, such as to make it difficult 
to draw any detailed inferences from the history of our finances. 
Each of these unfavorable features connected with the customs 
revenue system, therefore, requires careful examination in order 
that its effect upon the workings of that system may be fully 
appreciated. 

The particular feature of our financial organization that has 
unfavorably affected the customs revenue system is a division 
of powers and responsiblities in the construction of the national 
budget. There is in our government no single eye that surveys 
and no single responsible head that dominates the budgetary 
operations. The financial estimates are, indeed, prepared under 
the supervision of one person—the Secretary of the Treasury. 
But this operation completed, his power and his responsibility 
pass over into the hands of the legislature." There is a positive 
line of separation between the executive and legislative depart- 
ments. The Secretary of the Treasury may recommend, but he 
cannot enter the legislative chamber to explain or defend his posi- 
tion. Congress has unlimited power to add to, or take from the 


*“The executive power is responsible for a correct construction of the existing 
laws and an honest application of the funds placed by Congress at its disposal, in 
the execution of the laws, and for the objects for which appropriations are made.”— 
Report of the Secretary of the Treasury (Guthrie), 1856, p. 19. 
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estimates and to establish whatever taxation it may deem proper. 
The financial measures therefore, in fact, come from the legisla- 
ture itself. But even in the legislature, working by means of 
committees, expenditure and taxation are not considered together 
as forming one probiem, and further, Congress is composed of 
many individuals, with widely differing financial abilities, influ- 
enced mainly by other than financial motives.‘ ‘The conse- 
quence is the loss of all unity of plan and a failure almost every 
year to approach equilibrium.”* It can readily be seen how this 
results in apparent inadequacy of the customs revenue system. 
If the estimates are not in equilibrium, it is impossible that the 
expenditures and income should coincide in amount. When 
interested congressmen secure additional appropriations for the 
satisfaction of their constituents, and yet dare not impose addi- 
tional rates of taxation,’ insufficient revenue is the inevitable 
result, and this appears, in a simple historical examination of the 
results attained by the use of the customs revenue system, as a 
violation of the criterion of sufficiency. Great care, then, must 
be exercised in determinining the inherent adequacy of the cus- 
toms system to make proper allowance for failure resulting from 
defective construction of the annual budget. 

The second peculiar feature of American financial operations, 
is the predominance of the protective idea in the shaping of the 
revenue system itself. The attempt to foster home industry by 
means of high duties on imported merchandise is not, of course, 
a novel feature of financial legislation, but in the United States 
fiscal considerations have been pretty systematically subordinated 
to the protective aim. This result has been due mainly to three 
causes: first, the faulty financial organization already discussed, 
which places fiscal management in the hands of men dominated, 
to a great extent by political and economic motives; secondly, 
the great wealth of the country, which, rendering public borrow- 

*“ Members of Congress are more interested in securing expenditure desired by 
their constituents than in maintaining the character of the National Finances.”—C. F. 
BASTABLE, Public Finance, p. 661. 


*C. F. BASTABLE, Pudlic Finance, p. 660. 
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ing easy, and enabling the nation to recover rapidly from the 
effects of financial blunders, has veiled the real importance of 
fiscal considerations, and thirdly, the presence, during almost 
eighty years of our national history, of a public debt readily 
absorbing surplus revenues. To what an extent, aided by these 
causes, protective considerations have been a dominant factor in 
our financial affairs a very brief resumé of events will sufficiently 
indicate. The protective idea was earnestly discussed in the 
first session of the first congress and influenced the tariff act of 
1789. The question then fell out of sight, however, until 1816. 
At that time it reappeared as a plea for protection to infant indus- 
tries and, with the exception of the period between 1842 and 
the end of the civil war, has been the main consideration in 
financial legislation. Since 1816 it has played two distinct rdles, 
in each of which it has thrown questions of a fiscal character 
entirely into the background. In 1828 its consideration devel- 
oped into a bitter sectional struggle, producing a tariff that “was 
a complex of compromises, and bore upon its face evidences of 
the notorious fact that it was a product of a selfish contest be- 
tween several sections of the country for an economic advan- 
tage,’’* while, since the civil war, its discussion has degenerated 
into a partisan political strife, in the heat of which the fiscal pur- 
poses of the tariff are practically overlooked by the protective 
party. This predominance of the protective idea has unfavorably 
affected the adequacy of the revenue system both in the choice 
of articles taxed and in the rate of taxation imposed. Articles 
of steady consumption, the revenue from which possesses both 
stability and flexibility, have largely been placed upon the 
free list, while the revenue has been drawn mainly from sources 
easily affected by business depression and commercial crises. 
The rates of taxation, moreover, have been imposed with little 
reference to the question of productiveness, but rather with the 
distinct idea of discouraging importations. In short Congress has 
regarded the immense resources of the nation as license for the 
neglect of the most elementary rules of practical financial legis- 

*WoopRow WILSON, Division and Reunion (Epochs of American History), p. 48. 
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lation, and in consequence, both the stability and flexibility of 
the revenue system have been disastrously impaired. 

The discussion then, of the defective budgetary supervision, 
and of the subordination of fiscal considerations to protective 
aims, in financial operations of the United States, has estab- 
lished the fact that these two causes have entered as factors, 
into the unfavorable showing of the customs revenue system, 
with respect to all three of the fiscal criteria—sufficiency, flexi- 
bility, and stability. Unless, therefore, some method is devised 
by which to eliminate the results arising from these causes no 
broad general conclusion can be reached with regard to the fiscal 
adequacy of the customs system. Such elimination can, in fact, 
be only partially accomplished, but enough can be said to prove 
that while these causes have produced a great part of the inade- 
quacy displayed by the revenue system, still that system, 
through inherent defects, is a most precarious source of public 
revenue. 

Defective budgetary supervision has been a constant factor, 
modifying, from the beginning of our history, the sufficiency of 
the revenue system. There seems to be no method by which its 
results can be exactly determined. It is a suggestive fact, how- 
ever, that in the time of Hamilton and Gallatin, the two 
Secretaries of the Treasury that have approached most nearly 
to the position of real finance ministers, the revenue from 
customs duties corresponded no more closely to the amount of 
government expenditures than in the later periods of our history 
(see Chart III.). Turning then to the consideration of the 
other cause of the inadequacy—the dominance of the protective 
idea—there are to be found at least two methods by which its 
results may, to some extent, be determined. These are by 
appeal to the experience of other countries in the use of the 
customs revenue system, and by a comparison of the revenue 
results obtained in different periods of our own history. Apply- 
ing the first of these methods, it is particularly instructive to 
note the experience of England. By a careful selection of 
articles for taxation, and by the imposition of rates mainly with 
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a view to productiveness, England has been enabled to secure 
from customs duties a remarkably steady flow of revenue, in 
spite of business depressions and commercial crises. The follow- 
ing table from the Stattstical Abstract of the United Kingdom 
shows the revenue derived from customs duties during the years 
1869-1892: 

ENGLISH CUSTOMS REVENUE. 





Customs |} Customs | Customs 
Revenue. 7 Revenue. Revenue. 





| i} 

| £22,424 || | £19, i] § | £20,321 
21,529 378 I] 19,827 
20,191 3 ; i! 3 20,155 
20,326 | 8 ‘ | 18 19,630 
21,033 || 3 | 20,067 
20,339 | 38 1} 20,424 
19,289 38: .65 5 19,480 
20,020 | d 7 | | 19,736 








It is to be noted that neither the crisis of 1873, nor the period 
of depression following it. nor the acute crisis of 1890 affected 
seriously the flow of the revenues. The direct inference drawn 


from these figures would then be that the instability displayed 
by our revenue system has been almost wholly due to defects in 
its administration. But it must be remembered that customs 
duties are a comparatively small element in the English revenue 
system. The number of articles taxed is limited. Therefore, 
those articles only need be used whose income is least liable to 
fluctuation. In a country, on the other hand, where customs 
duties form the main reliance of the government no such nice 
choice of articles can be made. To a great extent those of 
unsteady consumption must be employed with those of steady 
consumption, and the revenue will fluctuate accordingly. 
Further, the direct inference from English experience seems to 
be contradicted by a comparison of the results attained in the 
various periods during which the customs revenue system has 
been in use in the United States. In all these periods, including 
the first and second (1789-1816), when the protective idea was 
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almost entirely absent, and also the fifth and sixth (1843-1868), 
when it was subordinated to fiscal considerations, unpardonable 
instability and inflexibility of the revenues are constantly present. 
But the instability and inflexibility displayed in these non-pro- 
tective periods cannot be considered due either to defective 
budgetary supervision, for that effected only the sufficiency of the 
revenue, or to the element of protection, for that was in subord- 
ination. Yet an examination of the charts will fail to disclose 
that during these periods the fluctuations of the customs revenue 
were perceptibly less then in the distinctively protective periods. 
They must then be regarded as manifestations of grave inherent 
defects in the customs system. It is true that the non- 
protective periods include the wars of 1812 and 1862, also 
the period of strong foreign influence in our national 
affairs, together with the crisis of 1857—all times of special 
stress. It would then appear, that while it cannot be denied 
that the failure of the customs revenue system to conform to 
public expenditures may be wholly due to defective financial 
operations, and while its instability and inflexibility under ordi- 
nary circumstances may be accounted for by the prominence of 
the protective idea, still the experience of the United States 
may be taken to prove that the customs revenue system, through 
inherent inflexibility and instability, is incapable of serving as an 
adequate source of public revenue in times of emergency. But 
is it not just in times of emergency that the real strength of a 
revenue system is tested ? No nation could be found willing to 
base its finances on a system that must fail it in time of stress. 
This conclusion then is really equivalent to a general condemna- 
tion of the customs revenue system as the main source of a national 
income. 

The discussion of the peculiar circumstances affecting the 
customs revenue system in the United States has, then, consid- 
erably modified the broad general conclusion drawn purely from 
the historical examination. But, though the scope of the general 
conclusion has been narrowed, and has been rendered also some- 
what equivocal, this discussion serves only to confirm in all its 
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force the practical conclusion that the customs revenue system 
should be either discarded or essentially modified. It has shown 
that not only is the revenue system in itself essentially faulty but 
that the incidental causes of its inefficiency in the United States 
lie too deep in the structure of our government and in the char- 
acter of our people to be easily eradicated. It will take much 
time to displace the financial methods sanctioned by a century 
of use, and still longer to convince the people that the tariff is 
not essentially bound up with the protective policy. It may be 
assumed then that the results to be derived from the continued 
use of this revenue system will be as unsatisfactory in the future 
as in the past. But the effect upon the prosperity of the nation 
cannot but be even more disastrous. As we approach Euro- 
pean conditions, industrial enterprise becomes more sensitive and 
our ability to recover rapidly and easily from the effects of finan- 
cial blunders grows less. The events of the past three or four 
years should serve as a warning of this fact and might teach us 
that it is time to put aside the consideration of the problemati- 
cal justice or injustice of the customs revenue system and turn our 
attention to the vital questions of its modification and better 
administration. It is imperative that the national revenue system 
in itself be made more flexible and more stable. It is for us 
to consider carefully what measures, whether the introduction of 
the income tax, or the extension of the internal revenue duties, 


will bring about these results. 
RoBeErT F. Hoxie. 
UNIVERSITY OF CHICAGO. 





STATE AID TO RAILROADS IN MISSOURI. 
I, . 
REASONS FOR AIDING THE ROADS. 


In the early history of the State of Missouri the people did 
not generally desire to have the state enter in its corporate capac- 
ity into the construction of public works. It was not long, how- 
ever, before Missouri began to show much sympathy with the 
movement common to many of the states in the decades imme- 
diately preceding 1850. Pennsy]vania, New York, and other of 
the older states engaged first in the construction of canals. But 
when the importance of the railroad had been recognized by the 
commercial world, these states began the construction of rail- 
roads, in addition to canals; and many of these enterprises had 
resulted disastrously long before Missouri began her experiment. 

The advocates of the experiment in Missouri urged both posi- 
tive and negative reasons for aiding private corporations in 
the construction of railroads. The state, it was argued, should 
assist in the construction of roads because: (1) they would 
develop the territory of the state, (2) they would, in the near 
future, become parts of transcontinental lines, and (3) the 
general government would thus be led to make grants of public 
lands to the state to be used in assisting railroad construction. 
The first of these reasons was common to all of the states which 
had made, or were making, similar experiments. The idea of 
directing transcontinental traffic of the future through a state 
was, naturally, most insisted upon in those states which were more 
nearly central in their location. In Missouri this aim was partic- 
ularly strong, and exerted a great influence in the earlier days of 
the state’s experiment, because roads were being projected west- 
ward both north and south of the state. Each of the central 
states was naturally desirous of securing for itself as much as 
possible of the prospective advantage. Moreover, the gold dis- 
coveries at this time (1850) also rendered this idea prominent. 
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It was also argued that the state should aid private enterprise 
because there was a lack of private capital inthe state. In 1850, 
just prior to the granting of the first aid to the roads, the popu- 
lation of the state was only 700,000, and the assessed valuation of 
property in the state was less than $100,000,000. In sucha state 
it is evident that railroad corporations could not at once secure 
large amounts of capital. It was also plainly seen that the people of 
the state were not able to bear such a tax as would pay the inter- 
est on an amount of money large enough to construct the roads, 
and therefore taxation as a source of help could not be relied 
upon. 

The state itself, at this time, did not possess funds sufficient 
for beginning the work of railroad construction. The two small 
funds, viz., the “‘ Road and Canal Fund,”* and the proceeds aris- 
ing from the sales ox the 500,000 acre land grant,? formerly in 
the hands of the state, had been distributed among the counties 
of the state. At best, however, these funds could have yielded 
only a small amount of aid. The only other chance of securing 
funds was to bring foreign capital into the state. And since this 
could be done only through the use of the bonds of the state, it 
was decided to secure the funds needed in this way. 

As to the manner in which the state should carry out the 
proposed scheme, the experience of other states proved to be 
valuable for the guidance of Missouri. New York had loaned 
several millions to private companies and was waiting patiently 
for repayment. This state has now waited half a century, and 
more than $8,000,000 has never been repaid.3 Pennsylvania had 

‘This was also known as the “three-per-cent. fund.” It was constituted by 
Congress at the time of the formation of the state government, and consisted of three- 
fifths of the proceeds of all sales of public lands in the state to be used in making 
internal improvements. It was distributed among the counties of the state in 1845.— 
Revised Statutes of Missouri (1845), p. 956. 

* This fund consisted of the proceeds of the sales of the 500,000 acre land grant 
made to Missouri by the general government for purposes of internal improvements in 
1841. The same amount of land was granted at the same time to each of the follow- 
ing states: Ohio, Indiana, Illinois, Alabama, Mississippi, Louisiana, Arkansas, and 
Michigan.-— United States Statutes at Large, vol. v. p. 453. 


3 New York (Commonwealth Series), p. 547. 
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gone farther into the work of constructing railroads and canals 
than had any other state. Pennsylvania was very proud of her 
system of internal improvements, although she had to confess 
that they were “not always of the most profitable and judicious 
kind.”* Inthe course of about fifteen years after the system 
was begun, the state was thoroughly convinced that too much 
had been undertaken. An attempt was made to sell the too 
costly enterprises ; but a sale was not effected until eighteen years 
after the people had, by a majority of 30,000, demanded it. And 
when at last the sale was made, it left the state with a debt of nearly 
$38,000,000 charged to the construction of public works. The 
final result of this experiment could not, of course, have been 
known in Missouri in 1850; but the Pennsylvania enterprises 
had been declared unprofitable, and the state had voted to sell 
them, ten years before Missouri began her experiment. 

The experiments in Michigan, Illinois, and Indiana had also 
resulted disastrously. The history of the railroad enterprises in 
all of these states is substantially the same. Enthusiastic support 
in the granting of aid in the beginning was followed by a rather 
tardy conviction that the wrong thing had been done, and that 
it was not the business of a state to engage or assist in the con- 
struction of internal improvements. Then came the full convic- 
tion that the states must release themselves from their industrial 
undertakings. In choosing between the two evils, of going deeper 
into debt, even with the railroad companies to assist in carrying 
the burdens, or of assuming, single-handed, asa debt, the aid 
already granted, the states invariably chose the latter. Furnished 
with such object lessons the state of Missouri would naturally be 
very cautious in undertaking any kind of a scheme for aiding 
railroad construction. And the scheme decided upon was one 
which would involve the state to the least possible extent in the 
work of securing railroads. The state would grant bonds to 
private companies, but would in no way enter into the manage- 
ment of the enterprises. 

* WORTHINGTON, Historical Sketch of the Finances of Pennsylvania, p. 26. 

2 Ibid. 











JOURNAL OF POLITICAL ECONOMY. 


II. 
EXECUTION OF THE STATE-AID POLICY. 


The seven years’ during which the grants to the roads were 
made are properly divided into three periods—the first two 
characterized by enthusiastic support, the third at first by cau- 
tion, and finally by a decision to grant no further aid. The 
grants were made in two forms, in the bonds of the state, and in 
lands.? 

The roads to be aided, in course of time, were six in num- 
ber: the Hannibal and St. Joseph, extending from St. Joseph in 
Buchanan county, on the western border of the state, to Palmyra 
and Hannibal in Macon county, on the eastern border ; the Pacific 
Railroad, running from St. Louis to Jefferson City, and thence to 
some point in Van Buren county, on the western boundary of the 
state; the North Missouri Railroad, extending from St. Charles 
on the Missouri River, near St. Louis, to the northwest, passing 
through Audrian county, and thence directly north to the Lowa 
line, for the purpose of connecting with a projected road running 
to that point from Des Moines; the St. Louis and Iron Mountain, 
extending from St. Louis to Iron Mountain; the Platte County 
Railroad, running from the western terminus of the Pacific Rail- 
road northward to the Iowaline; and the Cairo and Fulton Rail- 
road, extending from a point on the Mississippi River opposite 
Cairo in Illinois, to the northern line of the State of Arkansas, 
where the Cairo and Fulton road of that state was to cross the 
line. In 1852, after Congress had granted a large amount of 
land to Missouri to be used in assisting railroad enterprises, a part 
of which was to go to the Pacific Railroad Company, it was sug- 
gested by this company, in order to secure by the terms of the 
grant the largest possible amount of land, that it be allowed tu 
construct a branch road to the southwest part of the state, leav- 
ing the main line not far from St. Louis. The right was granted, 

*From February 22, 1851, to March 3, 1857. 

*Counties and municipalities were allowed to grant aid in bonds or in money, 


and much aid was given in this way. But an account of this is hardly pertinent in a 
study of the experiment made by the state as such, 
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and the construction of the branch was begun a few years later. 
This branch was known as the Southwest Branch of the Pacific 
Railroad, and in course of time it became quite as important as 
any of the main lines. 

Since the routes above indicated constituted a system of roads 
radiating from the city of St. Louis, it is very apparent that the 
chief single result to be obtained by these roads was the build- 
ing up of this municipality. Three of the roads and the south- 
west branch of the Pacific Road, started either from the city or 
within a few miles of it. The Hannibal and St. Joseph would 
reach St. Louis by the Mississippi River. The North Missouri 
Road would cross the Hannibal and St. Joseph, and thereby give 
it additional access to the city. The Platte County Road was 
simply a northern extension of the Pacific at its western terminus. 
The Iron Mountain Road would be extended in a short time, it 
was hoped, to a junction with the Cairo and Fulton, and in course 
of time these roads would make valuable connections with rail- 
roads in the South. 


In addition to the immediate gain to accrue to the state from 
the development of its territory and municipalities by means of 


the roads, the roads themselves were, in course of time, to become 
the property of the state. In all of the charters except one, and 
that the charter of the shortest and least important road, there 
was a provision for the future reversion of the roads to the state 
by purchase. In the case of three roads the time was placed at 
fifty years, and in the case of two at forty years. 

The capital stock of the roads ranged from $2,000,000 to 
$10,000,000 ; but at the time of their incorporation little or none 
of it was subscribed. 

The first recipients of aid were the Hannibal and St. Joseph 
and the Pacific. The legislature not only addressed memorials* to 
Congress asking for land grants, but began at once (February 22, 
1851) the active assistance of the companies, by granting to the 
above roads the bonds of the state. The Hannibal and St. Joseph 
received $1,500,000, and the Pacific $2,000,000, in six-per-cent. 


* Laws of Missouri, 1847, p. 353 and 1849, pp. 650 and 660. 
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twenty-year bonds of the state, which they were to sell at ‘“ not less 
than par.” As a security the state held a first lien on the roads. 
Before any of the bonds could be issued by the companies, it was 
necessary for each to secure a dona fide subscription to its capital 
stock of $1,500,000. The issues were to be made in blocks of $50,- 
000 each. Whenever a company had spent $50,000 of its own 
money, it could draw $50,000 in the bonds of the state. Thus the 
state was granting one dollar of aid for one dollar of private funds 
spent. For convenience, this may be denominated the dollar for 
dollar policy in blocks of $50,000 each. Now that two roads had 
been aided, many others naturally came forward for like favors. 
There were numerous small railroad enterprises projected at this 
time, and had the state authorities been as anxious to assist them, 
or as confident of the magic powers of state activity, as the Penn- 
sylvanians were at an earlier date, they could very easily have 
made grants enough in a single session to impair irreparably the 
credit of the state. But it was wisely decided to aid only a lim- 
ited number. 

On December 23, 1852, the state granted, in bonds, $2,000,- 
000 to the North Missouri Railroad Company; on December 
25th, $1,000,000 to the Pacific Company, $1,000,000 to the 
Southwest branch, and $750,000 to the St. Louis and Iron Moun- 
tain. These grants were upon the same terms as former grants, 
with the exception that in the case of the North Missouri the 
required subscriptions to its capital stock was only $1,000,000, 
and in the case of the St. Louis and Iron Mountain $300,000, 
before any bonds of the state could be drawn. 

A further matter which gave the more recently incorporated 
roads confidence in asking aid was the fact that in June, 1852, 
Congress had granted land to the state, to be used in assisting 
the two older roads. The portion designated by the Hannibal 
and St. Joseph had been formally conferred upon it by the legis- 
lature of the state on September 20, 1852. The portion intended 
for the Pacific was transferred to it at the time of the last-men- 
tioned grants of bonds, December 25, 1852. 

The exact number of acres (not determined, however, till some 
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years later) falling to the companies was 127,000 to the main 
line of the Pacific, 1,040,000 to the Southwest branch, and 600,- 
699 to the Hannibal and St. Joseph. The Cairo and Fulton road 
received grants from several counties along its line, amounting in 
all to 570,000 acres.” 

The small amount of work accomplished by the various com- 
panies at the beginning of the year 1855, proved to the state 
that the enterprises undertaken would be much more costly and 
difficult of construction than had at first been estimated. The 
Pacific Company had completed thirty-seven miles of road west 
from St. Louis at an average cost per mile of about $48,000.3 
The Hannibal and St. Joseph had done but little, and the remain- 
der of the roads practically nothing. However, appeals of the 
companies for more aid touched the pride of the state and led 
to a further grant of bonds. In this, the second period of grants, 
the climax of the aiding policy was reached. The legislation of 
this year (1855) bound the state for a sum larger than all that 
had been formerly granted, the sum of bonds granted and guar- 
anteed amounting to $11,000,000,‘ most of which was the result 
of one act, December 10, 1855. The reasons for this act were, 


(1) that the roads might be completed as soon as possible, and 
(2) that the first lien of the state prevented the companies from 
negotiating loans on their own account. It was also provided, in 
the early part of the year, that all bonds could be sold at their 


* House Journal, 1856-7, Appendix, p. 442; Jbid., 1858-9, Appendix, p. 184. 
® House Journal, 1858-9, Appendix, pp. 223-234. 
3Inclusive of equipment, House Journal, 1855, Appendix, p. 250. 


4To the St. Louis and Iron Mountain, March 3, rs . $750,000 
To the Pacific, December 10, 1855 - - - 2,000,000 
To the North Missouri, December 10, 1855 - - 2,000,000 
To the Hannibal and St. joseph, December Io, 1855 1,500,000 
To the St. Louis and Iron Mountain, December 10, 1855 1,500,000 
To the Southwest Branch (bonds beste December 
10, 1855 - - - - - 3,000,000 
To the Cairo and Fulton, Sieber Il, 1855 . - 250,000 


Total - - $11,000,000 


Tt 
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‘real market value.” That the state had very great confidence 
in the success of the enterprises is also further shown in the Act 
of December 10th by its changing the proportion of aid granted 
to the amount of private funds expended. The former policy of 
granting one dollar of aid for one of private funds spent was 
changed to that of granting two dollars of aid for one of private 
funds spent. 

The Interest-Relief Act of December 7, 1855, is indicative also 
of the confidence of the state in the success of her plan; but, on 
the other hand, it is also indicative of a lack of confidence on its 
part in the immediate success of the companies. This act estab- 
lishes a fund*' for the payment of interest for the companies, in 
case any of them should default. 

In addition to the almost excessive confidence exhibited in 
the legislation of 1855, there was also exhibited, in more than one 
instance, a certain lack of business sense. When a state enters 
into industrial undertakings, it must exercise the same business 
sagacity and caution that are demanded of private individuals 
and corporations. An act of March 3 reduced the subscription 
to the capital stock of the Southwest branch necessary to secure 
an issue of the state bonds, from $500,000 to $300,000.27, An 
act? earlier in the year dispensed with the $50,000 block fea- 
ture, rendering it easier to secure the bonds of the state. More- 
over, the whole grant of bonds, in December, 1855 ( 10,000,- 
000), was made in the full knowledge of a report‘ of a special 
committee appointed to investigate the condition of the railroads 
of the state. In this report the legislature was informed that 
“the Boards which have conducted the affairs of the various 
companies have been composed in large part, necessarily, of those 
who have no experience in these matters.” Further evidence of 

‘This fund consisted of $200,000 appropriated at once (fund to be formally con- 
stituted, July 1, 1856), and $100,000 to be appropriated annually for thirteen years. 

2 Compilation of Laws in Reference to such Railroads as have received aid from the 
State, p. 71. 

3 Jbid., p. 69. 


4 Senate Journal, Adjourned Session, 1855, Appendix, pp. 3-123. 
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weakness on the part of the state will be seen as we progress 
with our study. So far, the weakness is that of indefiniteness of 
policy and lack of caution. The whole trend of the legislation 
of 1855, viewed from a business standpoint, was to diminish the 
security offered by the roads to the state for the bonds loaned 
to them. 

Notwithstanding the fact that the state was now bound to 
the extent of $19,250,000,’ only one-half of which had been 
issued to the companies, and that there were less than 300 miles 
of track laid,? further appeals for aid were not unheeded. The 
last series of grants was made March 3, 1857, aggregating 
$5,700,000,3 and increasing the total obligations of the state to 
$24,950,000. 

Although there was no change of policy in this grant, the 
grant itself, because of the measures which followed it, must be 

Authorized Issued Balance 
*To the Pacific R. R. and S. W. B. - $9,000,000 $4,900,000 $4,100,000 
To the Hannibal and St. Joseph 3,000,000 1,500,000 1,500,000 
To the North Missouri - - - - 4,000,000 2,240,000 1,760,000 


To the St. Louis and Iron Mountain - 3,000,000 993,000 2,007,000 
To the Cairo and Fulton - - - 250,000 250,000 





7 $19,250,000 $9,633,000 $9,617,000 
See Auditor's Report, October 1, 1856, Senate Journal, 1856-57, Appendix, p. 30. 
Miles of track laid 
November 1857 January 1859 
?On the Hannibal and St. ae - . - - - 64 170 
On the North Missouri’ - - 75 168.75 
On the St. Louis and Iron Mountain’ - - - - 46 86.5 
On the’ Pacific - - - - - - - 163 
On the Pacific (Southwest Branch) - - - 19 
On the Cairo and Fulton - - : - 7 


Total - - - 614.25 


3To the Pacific (Main Line) - - - - - - $1,000,000 
To the Pacific (Southwest Branch) - - - - - 1,500,000 
To the North Missouri - - - - 1,500,000 
To the St. Louis and Iron Mountain - - - - 600,000 
To the Cairo and Fulton’ - - - - - - - 400,000 
To the Platte County - . - 700,000 


Total - - - $5,700,000 
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regarded as simply a phenomenon of the speculative intoxication 
of the times. It shows a lack of business caution, as the bonds 
of the state had already sold as low as 83* cents on the dollar. 
In the panic of 1857 the bonds sold as low as 63. The state 
was soon forced, not only to restrict the issues of the bonds 
granted, but also to take vigorous measures to protect her credit. 
Although the railroad enterprises rallied to a considerable 
extent after the panic, building more miles? of road in 1858 and 
1859 than in all the previous years, they were soon to prove too 
heavy both for the state and the companies. Even before the 
war broke out, some of the roads had defaulted in the interest 
due to the state. Then, in avery short time, all but one 
defaulted. . 


Ill. 


THE DEFAULT OF THE ROADS. 


Two of the roads aided by the state, the North Missouri and 
the St. Louis and Iron Mountain, defaulted in their payment of 
interest to the state January 1, 1859. One year from that date 
the Pacific and the Cairo and Fulton roads defaulted. It was 
believed at first that the default of these roads was only tem- 
porary. But, from the beginning of the year 1860, the trade of 
the country became greatly depressed, and during the whole 
succeeding war the business of the roads increased but slightly. 
The bonds of the state were selling very low, having, as we have 
seen, fallen as low as 63 cents on the dollar during the panic. 
Under such conditions it would have been useless as well as 
unwise to put more bonds upon the market for the benefit of the 
roads. The seemingly inevitable result was that the remaining 
roads would default as the first had done; and there was no 
occasion for surprise when, on July 1, 1861, the Southwest 
Branch and the Platte County railroads defaulted in the payment 


* House Journal, Adjourned Session, 1857, Appendix, p. 6. 


* See note 2, p. 81. 


3Governor’s Message, House Journal, 1858-59, p. 18. 
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of interest* due the state. However, there was one company, the 
Hannibal and St. Joseph, which weathered all the storms between 
1860 and 1865, and at all times met its interest charges. 

It is quite true that the war and the depressed money market 
operated greatly to the disadvantage of the roads, but, with the 
exception of the panic of 1857, these causes did not operate 
until after most of the roads had defaulted. The real cause of 
their default was the lack of traffic. They could not earn 
enough to pay operating expenses and interest charges, to say 
nothing of dividends. A few details regarding the traffic at this 
time, as shown by the earnings of the roads, will show very 
clearly that this was the real cause of the default, and will 
indicate, to some extent, what the possibilities of the future 


were. 

At the close of the year 1862 the business of the Pacific 
Railroad was reported to be “fair.” During the preceding four 
years the total earnings of the road had been $2,682,000,” and 
the net earnings $1,188,946. Since the annual interest charges 
of this road were $420,000, it is clear from the amount of earn- 
ings given that it could not meet its interest dues. The net 


earnings of the North Missouri for the year ending April 1, 1862, 
were $178,000, and for the first seven months of 1863, $66,000, 


* The annual amount of interest due to the state at the time of the default of the 
roads was: 
By the Pacific Railroad - - - $420,000 
By the North Missouri - - - . 261,000 
By the St. Louis and Iron Mountain 210,000 
By the Cairo and Fulton - - - 39,000 
By the Platte County - - - 42,000 
By the Southwest Branch, 7’s__- 136,770 
By the Southwest Branch, 6’s 155,340 


Total - - - - . $1,264,110 


Gross Earnings Total Expenses Net Earnings 
71859 - - $630,839 $371,227 $259,612 
1860 - - 648,113 361,832 286,281 
1861 : - - - 683,749 406,015 277,734 
1862 - - : - , 719,298 353,978 365,320 
House Journal, 1862-63, Appendix, p. 65. 
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but its annual interest dues to the state alone were $261,000. 
The St. Louis and Iron Mountain enjoyed an increase of traffic 
between 1860 and 1863, but the increase in expenses outran the 
increase in earnings. The Southwest Branch Company, from 
1860 to 1862, was making heavy expenditures in construction, 
repairs, and purchase of rolling stock. The road was earning 
practically nothing, and could, therefore, pay nothing on its 
interest account." The Platte County road, with only a few 
miles of track completed southward from St. Joseph, was earning 
nothing above expenses.? To make this a paying road it would 
have to be extended to Kansas City, but there was much work 
yet to be done before reaching that point. The Hannibal and St. 
Joseph, which had always met its interest charges, was able, as 
usual, to report a far more favorable condition of affairs. The 
gross earnings of the road in 1860 were more than $1,000,000.3 
This one line, the Hannibal and St. Joseph, which we have seen to 
be the most prosperous, was the only line completed; and we 
may reason from this that, had the other roads been completed, 
their net earnings would have been more nearly equal to the 
demands made uponthem. The Pacific Company had completed 
about three-fourths of its line, and was second in the scale of 
prosperity. The lines of the remaining roads were not half com- 
pleted, and therefore the earning capacity of the roads was 
greatly limited. 

A further reason for lack of funds on the part of the roads 
was the unproductivity of the land grants. At the time of its 
default the Pacific Railroad Company had disposed of only about 
half (78,000 acres) of its grant, for $130,000. Of the 1,040,000 
acres belonging to the Southwest Branch, only 70005 had been 
sold, the price averaging about $2.50 per acre. The Cairo and 
Fulton had hypothecated a large amount of bonds upon its 


* House Journal, 1862-63, Appendix, p. 198. 
2 Jbid., p. 317. 

3 Jbid., 1862-63, Appendix, p. 313. 

4 Senate Journal, 1860-61, Appendix, p. 399. 
5 Jbid., p. 451. 
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lands,* but the proceeds of the bonds were to be used in liqui- 
dating debts already contracted in the construction of less than 
one-half of the road. The proceeds from the land sold by the 
company were practically nothing. The land sales of only one 
road, the Hannibal and St. Joseph, had amounted to enough to 
be of real service in construction or in payment of interest. 
These sales amounted to 33,000 acres, at an average of nearly 
$11 per acre. 

The amount of interest due the state depended, of course, 
upon the amount of aid granted. The state, in making the 
grants, was, as has been seen, very confident of the ultimate suc- 
cess of the roads. The many favors which the state showed to 
the roads led them to depend too much upon the state. If the 
state had demanded a larger expenditure of private funds, the 
earnings of the roads, in times either of business depression or of 
activity, would have borne a much greater relative proportion to 
the interest amounts due to the state. 

In Missouri, as elsewhere, inexperience in the construction of 
roads was one great cause of the increased cost, and ultimately, 
therefore, of the failure of many of the enterprises. The report 
of the committee of 1855 upon this point has been referred to. 
In 1859 the Board of Public Works stated that ‘“‘much of the 
embarrassment which now surrounds the system is, no doubt, 
attributable to inexperience and erroneous ideas in regard to 
locations and contracts. A large amount of money has been 
absorbed in these errors, probably a sum sufficient to open several 
of the roads to the points where they are intended to terminate.” * 
By comparing the cost per mile in Missouri with that in other 
states, for the same period, it will appear that inexperience, or 
some other cause, resulted in a greatly increased cost in Missouri. 
There are, however, many factors to be taken into account in 
such a comparison. In the first place the topography of the 
states compared must not be overlooked. Moreover, in the West, 
from 1850 to 1860, labor of a given grade cost much more than 

* Senate Journal, p. 349. 

* House Journal, 1858-59, Appendix, p. 148. 
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in the East. And, again, contracts might be in force at a given 
time upon a given road, so that a rise or fall in the cost of 
materials or labor would not, upon this road, appear in a greater 
or less cost per mile. The contractor might reap all the gain 
or bear all the loss, as the case might be. 

At all events, from the tables’ given, it appears that Missouri 
compares unfavorably with all other western states. And although 
the surface of the state south of the Missouri river, in which 
section four of the roads were situated, resembled that of the east- 
ern states, yet this should not have increased the cost of the whole 
system so as to make it yreater than that of roads in New York 
and Massachusetts. The average cost of 11,212? miles of road 
built in nine interior states between 1850 and 1860 was $37,900. 
From this it appears that the $50,000 average cost in Missouri 
was necessarily far above the average in other states. Even if 
the total sum ($3,108,723) lost in discounts on the state’s bonds 


* The cost of the roads built in the following states between 1850 and 1860 was: 


State Miles Cost per Mile 
Maine - - - - - - - 472 $35,000 
Massachusetts - - - - - 1,274 47,000 
New York - - - - - - 2,701 48,000 
Pennsylvania - - . - - 2,542 56,000 
Alabama - . - - - - 743 22,000 
Georgia - - : - - - 1,404 20,000 
Ohio - - : - - - - 2,299 37,000 
Illinois - - - - - - 2,867 36,000 
Iowa - - - - : - - 679 28,000 
Missouri - - - - - - 817 51,000 


See Eighth Census of the United States, “Miscellaneous,” p. 331. 


Railroads built in Missouri between 1850 and 1860 and their cost per mile: 


Road Miles Cost per Mile 
Pacific Railroad - - - - - 189 $53,700 
Hannibal and St. Joseph - - - 206 58,129 
Cairo and Fulton - - - - - 26 33,000 
Platte County Road - - - - 44 30,000 
Southwest Branch - - - - - 77 56,833 
North Missouri - - - - - 168 41,000 
St. Louis and Iron Mountain - - - 86 62,000 





Total 796 average $50,000 


See tables, Appendix II. 
* Eighth Census of the United States. “ Miscellaneous,” p. 331. 
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were deducted, this would not bring the average cost of the 
Missouri roads under $46,000 per mile. And although it cannot 
be said that during the decade between 1850 and 1860 the roads 
built in Missouri cost exactly $12,000 per mile more than the 
roads built in the surrounding states, yet it is very evident that 
they cost a great deal more. 

The question as to a culpable misuse of the state funds 
granted the roads was raised as early as 1855. And although 
the investigating committee of that year made a very elaborate 
report,’ reviewing every phase of the situation of the railroads 
of the state, it found nothing to warrant the opinion that the 
affairs of the several companies “had been unfaithfully adminis- 
tered or their funds improperly or wastefully expended.’’ 
Although there is little evidence of corruption in the manage- 
ment of the railroad enterprises of the state before the war, yet 
there is evidence of exceedingly loose management and of some 
extravagance. In its report? of 1861 the Board of Public Works 
‘‘was forced to the conclusion” that the laws granting aid to the 
Platte County road had “not been complied with in drawing 
bonds from the state,” and that ‘a very large portion of the 
bonds” granted for the use of the Cairo and Fulton road had 
been drawn “in palpable violation of law.” Concerning the 
Southwest Branch, the Board was constrained to say that it was 
“costing a large amount of money per mile,” and that the 
“expenditures indicate heavy profits in its construction, and 
make manifest the difficulty of completing the road without a 
change in its policy.” At this time the Board’s criticisms become 
general, and it says ‘that it will be difficult, if not impossible, to 
perfect and sustain the railroad system in this state unless a 
radical change is introduced into its construction and manage- 
ment.” 

However, at this time no amount of retrenchment in expenses 
or care in construction could have saved the roads from default 
in the course of the next few years. The interruption caused by 
*See note 4, p. 80. 

? House Journal, 1860-61, Appendix, p. 334 et seg. 
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the war was sufficient to further diminish the rate of increase in 
the net earnings, which were already too smaJl to meet opera- 
ting expenses and interest charges. But after the war had closed 
and business had resumed its normal course of development, the 
question would naturally arise whether the roads must remain 
permanently in default of their interest charges. 

In the short space of this article it will be impossible to dis- 
cuss in detail the question of the permanent default of each of the 
several roads. Three of the roads, the Cairo and Fulton, the 
Platte Country,’ and the Southwest Branch, may be dismissed at 
once as hopelessly bankrupt. These roads had been extended 
respectively 30, 37, and 58 miles* since 1859; but since these 
distances represented almost the full extent of the lines built, it 
is plain to be seen that these roads in this sparsely settled state 
were not of sufficient length to command a large amount of 
traffic. And none of them would be able for many years, at the 
rate of progress they were then making, to secure valuable con- 
nections at both terminals. 

The St. Louis and Iron Mountain road had not been extended 
since 1859, and was not securing the traffic which had been 


expected, because the mines of the Iron Mountain region were 
not being rapidly developed. Moreover the net earnings of 
this road in 18653 were almost as large as its annual interest 
charges due to the state; since trade would necessarily increase 


*“County” changed to “Country” by special Act.—Zaws of Missouri, 1863, 
— Miles in Miles in 
Name Points connected in 1866 1866 1859 
?Cairo and Fulton - - Bird’s Point and Buffington 37. 7. 

Hannibal and St. Joseph Hanpibal and St. Joseph 206. 170. 
North Missouri - - St. Louis and Macon City 165.80 168.80 
Pacific - - . - St. Louis and Kansas City 283. 163. 
Southwest Branch - - St. Louis and Rolla 77.50 19. 
Platte Country = - - - St. Joseph and Weston 37. 
St. Louis and Iron Mountain St. Louis and Pilot Knob 

(with Potosi Branch) 


See Senate Journal, 1867, Appendix, p. 882. 
3 Senate Journal, 1867, Appendix, p. 880. 
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as time went on, it was fair to presume that this road would soon 
be able to shoulder the burden which the state had for so many 
years been carrying for it. 

The North Missouri road, although not increased in length 
since 1859, extended already through a very rich portion of the 
state; the company thought that no road in the state had ‘more 
favorable connections for increasing its business.” Although 
this road was suffering damages from the Confederate forces, 
was handicapped by being “tributary” to the Hannibal and 
St. Joseph, a hostile competitor for the St. Louis trade,’ and had 
not sufficient rolling stock ‘for the wants of the company,” yet it 
had more than doubled its earnings between 1862 and 1864.? 
The net earnings for three-fourths of the year 18643 were nearly 
large enough to meet the annual interest due the state. And as 
in 1865 the road was not able to do “more than one-half” of 
the business offered to it, it was perfectly reasonable to suppose 
that, in the near future, the road would do a greatly increased 
business. Some figures* given at a later date (1867), how- 
ever, show smaller earnings than in 1865. But as the rolling 
stock’ had been greatly increased between 1865 and 1867, it is 
evident that the normal condition of affairs was better. Thus 
the possibilities, it seems, were that this road would soon 


* House Journal, 1865, Appendix, pp. 617, 621, and 625; Senate Journal, 1867, 
Appendix, p. 881. 





*Gross receipts in 1862 - $438,434 
Gross receipts in 1863 - - : - 636,245 
Gross receipts in 1864 . - 911,286 

Expenses are not given.— House Journal, 1865, pasiatie pp. 627 and 652. 





3 Receipts from March 1 to December 1, 1864 $770,856 
Expenses from March 1 to December 1, 1864 - - 469,390 


Net earnings - - - $238,466 
See House Journal, 1865, pacaaiite, p. os, 


4See Senate Journal, 1867, Appendix, p. 881. 


5See House Journal, 1865, Appendix, p. 657, and Senate Journal, 1867, Appendix, 
p. 881. 
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be able to assume the payment of its interest charges due to 
the state. 

The greatest progress in extension during the war was made 
by the Pacific Company ; it had succeeded, in spite of some losses* 
at the hands of Confederate forces, and of many other difficul- 
ties, in extending its line from Sedalia to Kansas City* between 
1860 and 1865. The road, therefore, connected the largest 
commercial centre in the Mississippi Valley with the one which 
was soon to be the second largest in the state. And although 
this road would have had to compete with the Missouri River, the 
competition has never been of a serious kind, because of the 
unreliability of the river during most seasons of the year. 

The earnings of the Pacific increased steadily from the time 
of the completion of its first division of 37 miles west from St. 
Louis, with the exception of slight declines during the period of 
the war. During the first year after its completion to Kansas 
City its gross earnings increased more than three-quarters of a 
million, representing the phenomenal gain of 79 per cent. over 
the earnings of the previous year. This increase was to continue 
in the near future, not at a steady pace, but by gigantic strides. 
The total earnings of the road for the year ending December 1, 
1867, were $2,807,992, and its net earnings were $870,789. These 
net earnings would have enabled the company to discharge, in 
one year, the delinquent interest of two years. This payment, 
however, the company did not choose to make. Like many 
railroad companies of later times, it chose rather to expend its 
net earnings in construction, in rolling stock, and in enlarging in 


* Senate Journal, 1867, Appendix, p. 878. 


*The line was opened to “Independence, September 19, 1865, the road having 
been opened and operated from Kansas City to Independence some months previous ; 
and on the succeeding day Mr. Garrison and the president came over the whole line 
of the road, leaving Kansas City at 3 A.M., and getting to St. Louis at § P.M. of the 
same day.” —Senate Journal, 1867, Appendix, p. 878. 


3See Senate Journal, 1867, Appendix, p. 879. 


4See the “Report of Committee on Books and Accounts of Pacific Railroad” in 
Appendix to the House and Senate Journals of the Adjourned Assembly, 1868, pp. 208- 


251. 
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other ways* the capacity of the road. From October 1865 to 
November 1867 $3,195,015 was spent in repairs of the road bed 
and in purchase and repairs of rolling stock.* Although it may 
have been necessary, for a few years, after reaching Kansas City 
to spend such vast sums of money in repairs and in perfecting 
the equipment, yet the biennial expenditure of a sum for these 
two items equal to nearly one-third of the entire first cost3 of 
the road would not be necessary indefinitely. From the data 
accessible in the case of this road the only conclusion that can 
be drawn is that the Pacific Railroad Company was abundantly 
able to assume the payment of the interest which it owed to the 
state. 

But this company, along with the other less fortunate companies, 
besieged the legislature for a release from the state’s first lien. 
As usual the companies got nearly all that they asked for. The 
liens were released by selling the roads at a nominal price to the 
corporations already in control, or at auction to the highest 
bidders. These sales are the closing scene in a great industrial 
fiasco. 


IV. 


THE SALE OF THE ROADS. 


After the close of the war it was the desire of all to see 
those burdens lessened which had been brought upon the state 


™Construction of road Gum October 1 anne to enamel 


30 1867) . - - - - $616,690.04 

Construction of Missouri River road (from Gusher 1 1865 to 
November 30 1867) - - -— - - = = 9,779.06 
$626,469.10 


See “Report of Committe on Books and Accounts of Pacific Railroad,” Appen- 
dix to House and Senate Journals, 1868, pp. 228-229. 


? Repairs of road al Ya ee - + = $1,574,957.69 
Repairs of rolling stock - : = . 779,054.75 
Construction of rolling steck ‘ - - - 850,002.69 

Total - - - ce $3,195,015.13 


lbid. 


3See notes 1 and 2 above, and the table for the Pacific Railroad in Appendix 
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by her railroad enterprises. Only a few small payments of 
interest had been made by some of the roads since January I, 
1861, and the state had paid no interest on her railroad bonds 
since that date." The total railroad debt of the state January I, 
1867, was $31,735,840,” and interest was accruing annually at the 
rate of $1,307,850.3 Such was the debt incurred in aiding rail- 
roads. It was rightly regarded as a heavy burden for the state, 
because in order to carry it, the rate of taxation had to be increased 
to twice what it was when the roads defaulted, although the tax- 
able wealth of the state had increased during the time more 
than 60 per cent. However, as compared with the total tax rate 
in 1866, which was 90 cents‘ on $100 valuation of property, the 
tax rate in 1867, of 65 cents could not be regarded as burden- 
some. Even if the state were able to carry the burden, it was 
decided to dispose of the roads for two reasons: (1) in order 
to complete the roads, and (2) to reduce the state debt. 

The general policy pursued in disposing of the unfinished 
roads was to grant the portion completed as a subsidy to assist 
the companies in completing the remainder. 

The St. Louis and Iron Mountain and the Cairo and Fulton 
roads, the first disposed of, were sold November 8, 1855, for 
$900,000. The purchasers were to spend $500,000 annually on 
the St. Louis and Iron Mountain until it should be completed.s 
At a later date the balance ($664,300) due on both roads was 


* Senate Journal, 1867, Appendix, p. 118. 


? Principal, $23,701,000, and accrued interest, $8,034,840. The principal of the 
debt is less than the total grant of bonds by $249,000, because, by defaulting, the 
North Missouri forfeited $150,000, and the St. Louis and Iron Mountain $99,000 of the 
bonds granted to them. 


3 Senate Journal, 1867, Appendix, p. 118. 


Tax rate in 1866 In 1867 

4 Revenue tax - - - - - $0.40 $0.25 

Revenue poll tax - - - - 1.00 -50 

Military tax - - - : . -50 stateint.tax .40 
Military poll tax - - 2.00 


See Auditor's Report, 1883-84, part ii., p. 312. 


5 Laws of Missouri, 1865-66, p. 107. 
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granted as a subsidy to assist in completing the St. Louis and 
Iron Mountain, from Pilot Knob to the state line of Arkansas." 

The method of selling these roads, and the low figure ($900,- 
000) accepted for them, raised a storm of indignation from the 
conservative (Democratic) press of the state, and was as vigor- 
ously defended by the radical (Republican) press.? The avail- 
able space forbids more than a reference to the reports? of the 
committees of investigation and re-investigation, and to the 
litigation which continued for years after the sale of these roads. 
The final result was that the state received $391,616 for the 
roads which had cost, in principal and interest, $6,000,000, and 
the people of the state received the benefits arising from about 
100 miles of additional road. 

The Southwest Branch of the Pacific Railroad was first dis- 
posed of in 1866; but the purchaser, General John C. Fremont, 
defaulted within one year, and the road reverted to the state. 
After being operated by the state for one year it was disposed 
of on March 17, 1868. This branch and the 1,040,000 acres of 
land belonging to it were granted’ in fee simple to a company 
made up of former railroad contractors, politicians, and, best of 
all, men of wealth in St. Louis, who were able to push forward 
the work of construction. ‘The grantees were to extend the road 
to the western boundary of the state in Newton county by June 
10, 1872, and pay into the treasury of the state $300,000. Thus 
the grant of this road and lands, in the form made, was simply a 
subsidy consisting of 77 miles of road, completed at a cost of 
$4,500,000, and 1,040,000 acres of land, that was selling very 
poorly, to assist in constructing an additional 210 miles of road. 


* Laws of Missouri, 1868, p. 97. 


2See Missouri Republican (Democratic), St. Louis, December, 1866, and March 
and April, 1867; and Zhe Democrat (Republican), St. Louis, December, 1866, and 
February, March, June, and July, 1867. 

3 House Journal, 1867, and the Appendix to the House and Senate Journals, 1868, 
pp. 148-193. 
4 Auditor's Report, 1883-84, part ii., p. 99. 
5 Laws of Missouri, 1868, p. 118. 
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On the same date, March 17, 1868, the lien on the Platte 
Country Railroad was released by an act to aid the Missouri 
Valley Railroad, which was the new name of the old road. The 
indebtedness ($768,000) of the road was released to the com- 
pany at the rate of $12,000 per mile of new road built. The 
company was to extend the road northward up the valley of the 
One-Hundred-and-Two River to the Iowa line, and southward to 
Kansas City, by December 1, 1869. By this release the com- 
munity at large would acquire an additional 100 miles of road 
through very fertile territory. 

The North Missouri road completes the list of roads disposed 
of on the memorable seventeenth of March. It resembled the 
Pacific roads, since famous in our national history, in showing an 
early desire to be released from the first lien held by the state. And 
this desire, like that of the transcontinental roads, was gratified, 
the state, in 1865,’ releasing its first lien to the extent of $6,000,- 
000, and taking a second lien for that amount. Therefore the plea 
of this road in 1868 was fora release not from a first but from a 
second lien. The plea was successful. The road which had cost 
the state $6,350,000 was sold to a private corporation for $200,- 
000, or for about three cents on the dollar. The company was 
required to complete the main line north to the lowa state line 
within nine months, and a branch, which had been recently added, 
westward to the boundary of the state near Kansas City,? within 
eighteen months after the passage of the act. This sale was only 
another instance of a subsidy or gift of 168 miles of valuable 
road to assist in constructing in all about 200 miles of new road. 

The Pacific Railroad also succeeded, in March 1868, in getting 
released from the lien of the state. The entire debt of the com- 
pany due to the state was $11,033,644.3 Although this company 

* Laws of Missouri, 1865, p. 91. 

* Laws of Missouri, 1868, p. 113. 


3 Principal of bonds - - - - - - $7,000,000 
Interest on bonds” - - - - - - 3,780,000 
Tax under ordinance of April 8, 1865 - - - 253,644.50 


$11,033,644.50 
See Appendix to House and Senate Journals, 1868, p. 220. 
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could not plead, as all the other defaulting companies 
could, that it wanted to extend its line, it had other pleas which 
will be referred to later and which were sufficient for their pur- 
pose. The entire debt was released for the early payment into the 
treasury of the state of $5,000,000,’ the state abating $6,000,000. 

It is impossible here to attempt a detailed justification or 
condemnation ot the sales of these roads as a matter of policy 
in the administration of the finances of the state. To be sure, 
the bargains were not all bad ones. If net earnings are an index 
of the value of a railroad, the Platte Country, the Southwest 
Branch, and the Cairo and Fulton were worth practically nothing. 
No wiser course could have been pursued than to grant these 
pieces of roads as a bounty or subsidy for their completion. The 
St. Louis and Iron Mountain, because of the increase in its net 
earnings, should have brought possibly more than it did; but it 
is impossible to say how much more. The North Missouri Road 
did not bring its full value. One hundred and sixty-eight miles 
of road through a rich and fast developing portion of the state, 
just on the eve of earning enough to pay operating expenses and 
interest charges, were worth more than $200,000. But the release 
of the lien of $11,000,000 held by the state against the Pacific 
Koad for $5,000,000 is absolutely unjustif. vie. It has been seen 
that this company was amply able to assume the payment of its 
debt due to the state, and all the pleas of insolvency, of the 
dilapidated condition of the road and rolling stock, and the like, 
were the cheap trumpery of a mercenary committee? dealing with 
a venal legislature. 

In selling the roads the state had provided for their comple- 
tion, which was one of the objects to be attained by their sale. 


* Laws of Missouri, 1868, p. 114. 


?This committee staies, in a star chamber report to the Board of Directors 
regarding the passage of the bill which released the lien of the state: “The bill is 
now passed, approved by the executive and before this board, to become upon us a 
binding law if we so elect. It was obtained through our exertions and appliances at 
a cost to the company or stockholders of $57,313 already paid and $134,865 to be 
paid, the whole aggregating $193,648.”— Records of the Circuit Court of the United 
States in St. Louis, Missouri; suit of James M. Lamb ¢¢. a/. vs. Pacific Railroad 
Company ¢¢. a/.; “exhibit A to Bill of Complaint,” filed May 4, 1868, pp. 2-4. 
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The second end, the great reduction of the railroad debt and of 
the rate of taxation necessary to carry it, had not been satisfacto- 
rily realized. The entire receipts for the roads were only $6,131,- 
496, leaving the state with a debt of $25,604,344... With 
so small a reduction of the debt it is evident that the rate 
of taxation could not be greatly reduced at an early date. Con- 
sequently we find that the rate of 25 cents on $100 valuation of 
property was levied for interest purposes on account of this 
debt until 1875. 


V. 
SUMMARY. 


The experiment of aiding railroads in Missouri, although 
hedged about with all the precautions that the experiments of 
older states had suggested, proved in the end to the minds of those 
who had fostered it, almost a complete failure. The enterprises, 
had, it is true, some redeeming features. In some of the other 
states, especially in Michigan and Pennsylvania, many of the 
enterprises undertaken were wholly or partly abandoned ; in Mis- 
souri each of the lines aided became, in the end, an important 
part of a great railroad system.? Moreover, from the fact that 
the unfinished roads were extended to completion in compliance, 
or practically in compliance, with the terms of the selling acts of 
1868, the debt of $25,600,000 incurred on account of the roads 
must not be regarded as incurred for only the 874 miles in exist- 
ence when the roads were sold but for the 1450 miles in exist- 
ence after the companies had completed the roads. 

In the study of the state-aid experiment in Missouri, as of 
those of many other states and of the United States, political 
corruption is a factor to be seriously taken into account. 


*See Auditor's Report, 1883-4. 


? The Missouri Valley (Platte Country) Road and the Hannibal and St. Joseph Road 
form parts of the Burlington system; the Pacific Road is now the main line of the 
Missouri Pacific in Missouri; the North Missouri and its western branch are parts of 
the Wabash system; The Southwest branch of the Pacific forms a portion of the 
Atchison, Topeka, and Santa Fé system; the St, Louis and Iron Mountain and the 
Cairo and Fulton form parts of the St. Louis, Iron Mountain and Southern. 
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In passing judgment upon the system as a whole, there are 
but two standpoints from which to view it: (1) that of the treas- 
ury, and (2) that of the general economic interests of the state. 
As regards the first point, it cannot be considered a success. It 
was undertaken, it is true, in order to develop the resources of 
the state. But the roads were expected to repay directly the funds 
borrowed from thetreasury. This, it has been seen, all the roads 
but one failedto do. In this respect the experiment was a failure. 

From the broader standpoint of the general economic inter- 
ests of the state the experiment cannot be regarded as a failure. 
The counties and municipalities which enjoyed the benefits of 
the roads increased in value much faster than those not so favored, 
and the total wealth directly resulting from the roads was many 
times what they cost the state. Whether or not better results 
would in the end have been reached by leaving the whole matter 
of getting better transportation to private enterprise is a question 
which it is impossible to answer. Be that as it may, the experi- 
ment, such as it was, impressed the people of the state so unfa- 
vorably that in the new constitution of the state, adopted in 
1875, a special clause was inserted which denies to the General 


Assembly the power “to authorize the giving or lending of the 
credit of the state in aid of or to any person, association, or 
corporation.” 


Joun Witson MIL tion. 
UNIVERSITY OF CHICAGO. 








NOTES. 


THE CONDITION OF THE BRITISH AGRICULTURAL 
LABORER. 


A REPORT* on The Agricultural Laborer recently issued by the 
Royal Commission on Labor presents some interesting generalizations 
as the result of a study of the agricultural situation in the United King- 
dom during the last twenty-five years. This General Report, summariz- 
ing and digesting the materials collected for the commission, is the 
work of Mr. William C. Little. 

The situation at the beginning of the period selected for compari- 
son (1867-1893) and the course of the development since then are 
characterized as follows : 


Agriculture was flourishing, and was, indeed, approaching the zenith of 
her prosperity. Laborers’ unions, strikes, and lockouts had not yet disturbed 
the relations of employers and employed. In almost every respect the con- 
ditions of the various classes engaged in and dependent on agriculture have 
since then experienced a remarkable change. 

It is no exaggeration to say that in the quarter of a century which has 
elapsed . . . . a quiet economic revolution, accomplished with little aid 
from legislation, has transferred to the laborers from one-fourth to one-third 
of that profit which the landowners and farmers then received from the cul- 


tivation of the land. (p. 2.) 

Mr. Little finds that the trade union movement which has been 
making some headway among the agricultural laborers of late has not, 
so far, been an effective contrivance for accomplishing any one of the 
objects sought by it. Trade unions are still weak among the agricul- 
tural laborers, being found in any appreciable force only in a few 
counties, especially in the east and southeast of England; and as the 
demand for labor is slack the influence exercised by such unions as 
exist is also slight. 


It does not appear as a result of the whole inquiry that the several trade 
unions which exist among the agricultural laborers have enrolled a sufficient 
number of members to enable them to speak with authority, and to negotiate 
terms with any association representative of farmers. To estimate the num- 


*The Agricultural Labourer, vol. v. part i. (General Report of THE ROYAL 
CoMMISSION ON LaABouR). London: Eyre and Spottiswood, 1894. 
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ber of agricultural laborers who are members of some trade union or other 
at the very highest they cannot be put at more than 50,000, which is less 
than one-tenth of the adult males in the class of wage-earners in agriculture. 
(p. 153.) 

As regards the general relations between employers and em- 
ployed : 

There is to be found in nearly all the Reports of the Assistant Commis- 
sioners evidence of some dissatisfaction being felt by both classes, employers 
and employed, with respect to their mutual relations. In some districts it is 
felt more than in others, but in none does it seem to have been at the time of 
the inquiry (1892-93) an actual feeling of hostility. ‘Pacific but not cor- 
dial” . . . . appears to sum up the situation very generally. (p. 153.) 

An examination of the District Reports will show that while there is 
hardly one district which does not exhibit some signs of estrangement, there 
are none where some evidence of kindly and friendly feelings are not forth- 
coming. (p. 155.) 

“It is difficult to find in the conditions under which the laborers 
live a sufficient explanation of” the variation in the general attitude 
toward their employers exhibited in the different districts. In respect 
of annual earnings, hours of work, cottage accommodations, length of 
engagements, or the possession of land in small holdings or allotments, 
no rule of any general character can be applied to distinguish the 
three classes: (1) “good or satisfactory,” (2) “fairly satisfactory, 
generally friendly, etc., amicable,” and (3) “unsatisfactory, strained, 
not cordial.” 


The more remarkable circumstance is perhaps this, that Mr. Richards, 
who reports the relations of employers and employed as satisfactory in Ciren- 
cester, nevertheless classes that district as the lowest in the scale in respect 
of the average condition of the agricultural laborer of all the seven districts 
which he visited. 

It is clear that the conditions under which the best relations are preserved 
are not uniform, and that these relations do not necessarily imply high wages, 
short hours, good cottages, particular engagements, or facilities for obtaining 
land, although in some cases, no doubt, the conditions are favorable in respect 
of one or more of these. 

On the other hand it will be found that the eight districts in which the 
evidence seems to show that the least friendly feelings exist between the two 
classes, are districts of comparatively low wages and of inferior cottages. 


(p. 156.) 

As to the change in the general conditions of life of the laborers 
that has gone along with this change in their attitude toward their 
employers : 


There is throughout the Reports of the Assistant Commissioners [to whom 
the detail work of investigation was entrusted] a general consensus of opinion 
that the condition of the agricultural laborer has greatly improved during the 
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last fifteen or twenty years, and if the review be extended to a more remote 
period, it will be found that this improvement has been continuous. (p. 
156.) 

If the present circumstances be compared with those existing twenty-five 
years ago, it is indisputable that the earnings of all classes of laborers have 
increased, and that the purchasing* power of money has also increased; the 
hours of work have been lessened; machinery has relieved the laborer of 
much of the severe work which he had then to perform. In many counties 
the wives of the laborers have been entirely emancipated from field work ; 
for many years past the employment of young children has been prohibited ; 
greater opportunities for free education have been given, and as regards the 
dwellings of the laborers, it cannot be doubted that, with all their defects, 
the average standard of accommodation has risen greatly. The laborer of 
the present day, who is better fed, better clothed, better housed than his father 
was, may not be fully conscious of the improvement which has taken place, 
because his ideas have expanded, and his wants, like those of persons in 
every other class, have grown. But none the less he lives in less discomfort, 
his toil is less severe, his children have a better prospect before them and 
opportunities which he himself never enjoyed. (p. 159.) 

In conclusion I would venture to state very briefly what seem to me to 
be the principal conclusions to be deduced from the evidence which has been 
received. 

1. The number of those competing for employment has everywhere 

decreased. 

2. The decrease in the number of wage-earners has been most marked 
in Ireland; but the effect of the decrease has been felt most in Scot- 
land, where only there is a general complaint of a scarcity of laborers. 

3. In England a general contraction of employment in agriculture has 
proceeded concurrently with the decrease of wage-earners and to some 
extent balanced the supply and demand. 

4. The decrease in the number of laborers has improved the chance of 
obtaining regular work by those who desire it. 

5, The universal withdrawal of women from field work is an evidence of 
an improvement in the circumstances of the laborers. 

6. The material condition of the laborer has everywhere improved, 
though there are still very wide and striking differences as to the 
amount of remuneration received by them in different localities and 
parts of the United Kingdom. 

7. This improvement, though in some measure due to an increase of 
earnings, is, however, very largely the result of the cheapening of 
commodities which are the necessaries of life. 

8. The least satisfactory circumstance affecting the life of the laborers is 
the condition of the dwellings which a considerable number of them 
are compelled to live'in. (pp. 163, 164.) 


Tue University of Chicago Press will publish at an early date a 
translation of CoHn’s System der Finanzwissenschaft. The work of 
translation has been done by Dr. T. B. Veblen, of the University of 
Chicago, and has been revised by the author, who has also added a 
preface and made a few changes to bring the work down to date. 
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THE “BALTIMORE PLAN” OF BANK-ISSUES. 


THE modifications proposed in the meeting of the American 
Bankers’ Association, October 11, 1894, to the National Banking Act, 
and known as the “ Baltimore Plan,” because it was presented as the 
views of the banks composing the Baltimore Clearing House Associa- 
tion, are as follows: . 


Section 1. The provision of the National Banking Act, requiring the 
deposit of bonds to secure circulating notes hereafter issued, shall be 
repealed. 

Section 2. Allow the banks. to issue circulating notes to the amount of 
fifty per centum of their paid-up, unimpaired capital, subject to a tax of one- 
half of one per centum per annum upon the average amount of circulation 
outstanding for the year; and an additional circulation of twenty-five per 
centum of their paid-up, unimpaired capital, subject both to the tax of one- 
half of one per centum per annum, and to an additional heavy tax per annum 
upon the average amount of such circulation outstanding for the year; said 
additional twenty-five per centum to be known as “ Emergency Circulation.” 

Section 3. The tax of one-half of one per centum per annum upon the 
average amount of circulation outstanding shall be paid to the Treasurer of 
the United States as a means of revenue, out of which the expenses of the 
office of the Comptroller of the Currency, the printing of circulating notes, 
etc., shall be defrayed. 

The excess over one-half of one per centum of the tax imposed upon the 
“Emergency Circulation”’ shall be paid into the ‘Guarantee Fund,” referred 
to in Section 6. 

Section 4. The banks issuing circulation shall deposit and maintain 
with the Treasurer of the United States a ‘‘ Redemption Fund” equal to five 
per centum of their average outstanding circulation, as provided for under the 
existing law. 

Section 5. The redemption of the notes of all banks, solvent or insolvent, 
to be made, as provided for by the existing law. 

Section 6. Create a “Guarantee Fund” through the deposit by each 
bank of two per centum upon the amount of circulation received the first 
year. Thereafter impose a tax of one-half of one per centum upon the 
average amount of outstanding circulation, the same to be paid into this fund 
until it shall equal five per centum of the entire circulation outstanding, when 
the collection of such tax shall be suspended, to be resumed whenever the 
Comptroller of the Currency shall deem it necessary. 

The notes of insolvent banks shall be redeemed by the Treasurer of the 
United States, out of the “Guarantee Fund,” if it shall be sufficient, and if 
not sufficient, then out of any money in the Treasury, the same to be reim- 
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bursed to the Treasury, out of the “Guarantee Fund,” when replenished 
either from the assets of the failed banks or from the tax aforesaid. 

National Banking associations, organized after this plan shall have gone 
into operation, may receive circulation from the Comptroller of the Currency, 
upon paying into the “Guarantee Fund" a sum bearing the ratio to the circu- 
lation applied for and allowed that the “Guarantee Fund” bears to the total 
circulation outstanding, and to be subject to the tax of one-half of one per 
centum per annum, as called for by the Treasurer of the United States for 
the creation and maintenance of this Fund. 

No association or individual shall have any claim upon any part of the 
money in said “ Guarantee Fund,” except for the redemption of the circu- 
lating notes of any insolvent National Banking association. Any surplus or 
residue of said ‘‘Guarantee Fund” which may be hereafter ascertained or 
determined by law, shall inure to the benefit of the United States. 

Section 7. The government shall have a prior lien upon the assets of 
each failed bank and upon the liability of shareholders, for the purpose of 
restoring the amount withdrawn from the “Guarantee Fund” for the redemp- 
tion of its circulation, not to exceed, however, the amount of the failed bank’s 
outstanding circulation after deducting the sum to its credit in the “‘ Redemp- 
tion Fund” (Section 4), already in the hands of the Treasurer of the United 
States. 

Section 8. Circulation can be retired by a bank at any time upon 
depositing with the Treasurer of the United States lawful money in amount 
equal to the sum desired to be withdrawn, and, immediately upon such 
deposit, the tax indicated in Sections 2, 3, and 6 shall cease upon the 


circulation so retired. 
Section 9. In the event of the winding up of the business of a bank by 


reason of insolvency, or otherwise, the Treasurer of the United States, with 
the concurrence of the Comptroller of the Currency, may, on the application 
of the directors, or of the liquidator, receiver, assignee, or other proper 
official, and, upon being satisfied that proper arrangements have been made 
for the payment of the notes of the bank and any tax due thereon, pay over to 
such directors, liquidator, receiver, assignee, or other proper official, the 
amount to the credit of the bank in the “Redemption Fund,” indicated in 
Section 4. 

THE “BALTIMORE PLAN” is aimed solely at a question of note- 
issues. (1) As regards existing requirements for immediate redemp- 
tion of notes practically no change is proposed. The existing five per 
centum “ Redemption Fund” held in Washington from which mutilated 
and other notes are redeemed is not modified; and, of course, notes 
are still to be redeemed by issuing banks. (2) As regards the ultimate 
redemption of notes a complete change is proposed. The ultimate 
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security of the notes is to be wholly changed. Instead of setting aside 
one particular part of the assets of a bank, in the form of United 
States bonds, as a special security for the notes, as now, the Govern- 
ment is to recoup itself for redeeming all notes of a failed bank, first, 
out of a “Guarantee Fund” amounting to five per centum of the 
entire circulation outstanding, secondly, out of a prior lien on a// the 
assets of the failed bank, and, thirdly, if necessary, out of the liability 
of shareholders. The difference is that the security actually held in 
the hands of the Government is changed from bonds amounting to more 
than the value of the notes to a Guarantee Fund of five per centum of 
their value; but the Government is to be givena lien on a sum beyond 
the Guarantee Fund much larger than the existing bond security. 
This larger sum, however, is not in the possession of the Government, 
as are the bonds. But the Guarantee Fund, being five per centum of 
all outstanding circulation, would, at the present figures, amount to 
more than $10,000,000, and would be sufficient to cover the usual 
note-circulation of any individual bank likely to fail. 
To fix the amount of circulation, however, by a percentage of 
capital is a mere formality. ‘The amount of capital is no measure 
whatever of a bank’s assets. The Chemical Bank of New York, for 
instance, with a nominal capital of $300,000, has in its assets not only 
$4,000,000 or more of specie, but assets in the form of business paper 
amounting, perhaps, to $15,000,000 or more. These last assets are 
the very best protection, if the note-holder has a first lien upon them 
before the depositor. The real security, then, for the notes in the 
new plan is not to be measured by the percentage the notes bear to the 
“unimpaired paid-up capital.” In truth, the noteswould be secured 
by a vastly greater sum than under the existing bond system,—a sum 
varying roughly with the discounts of the banks. Today the notes 
are secured by only a part of the assets; under the new plan they are 
to be secured by a// the assets (and the shareholder’s liability beside). 
There can, therefore, scarcely be any question raised as to the suffi- 
ciency of the security for the ultimate redemption of the notes. 
Objection might be raised by the depositor against giving the 
note-holder a prior claim on a@// the assets. A deposit is an immediate 
liability as well as a note, and the two claims may seem nearly equal ; 
and it may seem too much like favoring the note-holder to give him 
sO sweeping a protection. Certainly, the proposition goes out of its 
way to guard the note-holder. But, after all, this is wholly just.. The 
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local depositor must be expected to look out for himself; while the 
innocent stranger, often in another state, must be absolutely pro- 
tected in the value of the money which passes from hand to hand. 
With the latter, instant convertibility and ultimate safety are primary 
requisites. And these, it would seem, are fully met in the new plan. 

There appears to be no means supplied in the proposed scheme by 
which the “Emergency Circulation,” when once out, can be rapidly 
withdrawn by the issuer. The deposit of lawful money, as now, will, 
of course, contract the circulation ; but the actual notes of the “ Emer- 
gency Circulation” must stay out until they come in, as now, by the 
usual slow process. This makes it evident that the special kind of 
note used for the “ Emergency Circulation” must not vary materially 
in kind and form from the other issues. They may be so made as to 
be identified ; but while out (even though paying no tax) they must 
serve the same functions as other bank issues. 

It should be understood, moreover, how inadequate this plan for 
an “elastic” note-issue is to solve all the difficulties arising at a time of 
financial stress such as that of 1893. Probably the authors of the 
scheme did not expect to do so much. But no mention is made of 
our dangerous method of cutting off accommodation when the reserve 
has reached the legal amount, or thereabouts. Just at the critical 
moment, to refuse to discount is to aggravate the situation; and so 
long as a legal amount of reserve is fixed, and we are forbidden to raise 
the rate of discount to a point sufficient to ward off needless demands, 
the situation is sure to become more excited and tense. To obviate 
such dangers the issue of more notes is only a fis aller. The law of 
banking self-preservation will maintain a proper reserve; and banks 
should be free to change the rate of discount unhampered by all usury 
laws. Publicity of accounts is, in all cases, the essential protection for 
inadequate reserves. 

At all events, the consideration solely of note-issues as a means of 
producing an “elastic currency” does not cover the whole ground. 
The proposed scheme is, of course, a vast improvement over the present 
restricted system of issuing notes based on a bond security; but in 
any real sense the deposit-currency is today perfectly elastic, rising 
and falling with the work to be done, and actually performing today 
more than ninety per cent. of all transactions. The “ Baltimore Plan,” 
therefore, is intended to meet only the changing needs of the com- 
munity, in normal times, for actual money which passes from hand to 
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hand in retail transactions and small dealings. In abnormal times, 
when a financial crises has arrived, and when forced liquidation is 
going on, everyone wishes actual money and means of payment. At 
such times, the ability to increase that liability which is the general 
promise to pay on demand (instead of the deposit-liability which is 
also a demand-liability) may be of no little assistance; but it is not 
the means of changing the whole face of matters. It is good so far as 
it goes, but it must not be supposed that it will do all that needs to 
be done in the stress of a financial crisis. 


J. LauRENCE LAUGHLIN. 
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BOOK REVIEWS. 


An Introduction to Political Economy. By Ricuarp T. Ety. New 
York: Hunt and Eaton, 1891, 8vo. pp. 358. 

Outlines of Economics. By Ricuarp T. Ety. Ibid., 1893, 8vo. 
pp. 10 + 432. 

Dr. Ey became a prominent figure on the stage about ten years 
since, as the preacher of a new dispensation in political economy. At 
a German university he had been profoundly impressed with the many 
shortcomings of Ricardo and his school, and returned to his own 
country with the announcement that a new school of political economy, 
known as the historical and statistical, had arisen to supplant the old. 
He became a leading spirit in the formation of the American Economic 
Association, which he intended to be a sort of church, requiring 
for admission to its full communion a renunciation of ancient 
errors, and an adhesion to the supposed new creed. He speedily 
became one of the most voluminous and widely read writers of our 
country, espousing the cause of the down-trodden laborer, denouncing 
the British doctrine of /aisser faire, pointing out the excellence of 
state participation in industry, and dealing so tenderly with current 
notions that his writing and opinions rapidly acquired popularity. As 
a church, or even as a new school, his organization proved unsuccess- 
ful, partly from want of the opposition necessary to the healthy growth 
of such an institution, and partly from his own failure to show that 
there was anything really new in the ideas or methods of his would-be 
new system. 

Naturally he found no one who objected to historical inquiry, or 
refused the lessons of statistics. In fact, we had among us, in the 
person of David A. Wells, one who might fairly be called the father 
of the statistical method in economics, so far as this country is con- 
cerned. He had commenced his career as a United States commis- 
sioner, whose duty it was to apply his well-known scientific abilities 
to the question of how the government could best raise a war revenue 
by taxation. Uncontaminated by the theories of any school, he studied 
exhaustively the facts and statistics of commerce and manufactures in 
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all their details, and whatever conclusions he reached were founded on 
that study. A better example of the statistical method could not have 
been found. Our readers can judge as well as we by what curious 
turn of the logic of events it happened that Dr. Ely failed to throw 
himself at the feet of his great exemplar. 

With no one to object to this method of research it now behooved 
Dr. Ely te show how he could develop a science of economics by 
statistical and historical inquiry, and in what respect he would deviate 
from the beaten track in a systematic study of the subject. For several 
years he kept his readers in the dark on this point, confining his writ- 
ings to articles and books of a descriptive character. But within the 
past four years we have had two books which supply this want; one 
written with a special view to its use by the Chautauqua school, and 
the other the more recent “Outlines” of the subject. 

To judge of these books we must point out what is most wanted in 
economic teaching of the present time. The whole development of 
the nineteenth century has tended to emphasize the importance of a 
clear understanding of the workings of the social organism on the 
part of the intelligent public. The industrial revolution of the cen- 
tury, going on with ever-increasing rapidity, leads us to anticipate a 
period, not far in the future, when a large part of the more widely 
used necessaries of life will be manufactured in a few great establish- 
ments, whose operations will be more or less open to the public gaze. 
These establishments will combine together and secure such a mon- 
opoly of the market as to cause a constantly increasing demand, rea- 
sonable or foolish, for their government ownership or control. The 
increasing efficiency of legislation will make action in this direction 
constantly easier. The whole social organism will then be in the 
position of an individual who has acquired the faculty of changing or 
stopping his own vital operations according to his own judgment, at 
the imminent risk of self-destruction. With politicians and legislators 
ever forced to yield their own opinion of what is best, to that of the 
public at large, it is most necessary that the latter should be able to 
form an intelligent judgment of the consequences of their acts. We 
might almost state in one sentence the whole purpose of economic study 
by saying that it is to enable the public to foresee the consequences of 
economic legislation. 

Inquiring how the public is now educated on these questions, we 
find it to be mainly through the daily newspaper. Efficient though 
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this agency is, it needs hardly to be pointed out that it is so superficial 
as to be useless. The first conditions of a really effective education 
are an appreciation of the lessons of the past, a careful study of funda- 
mental principles, and a constant regard to the interests of the future. 
But to the typical journalist of our time yesterday is forgotten, or in 
his own expressive language, is “‘a back chapter,” and tomorrow is 
left to take care of itself. Even for today he is forced to repudiate 
everything involving careful thought or deliberate study, because, to 
reach any results in this way, yesterday and tomorrow must join their 
hands with today. 

It is to our educational institutions that we must look for the only 
corrective to this superficial education. At a time when every breed 
of vagary is roaming unchained, it is especially necessary that the 
education in economics shall be of a kind suited to the conditions we 
have described. Principles, not doctrines, should be the motto of the 
teacher. The study and discussion of the laws of money should take 
precedence of all questions about bimetallism or monometallism. The 
study of the tariff should be conducted, so far as possible, with a view 
to its consequences, and without any direct reference to the policy of 
free trade oy protection. Clear, cogent, and luminous statement, the 
faculty of aualyzing economic causes, and working out their effects, 
the capacity to consider these causes one by one, and show first how 
they act singly, and then how they are combined—these are the lead- 
ing requirements of the economic teacher. We can best judge how 
far Dr. Ely’s educational works fulfill these conditions by consider- 
ing, in the order of their importance, the subjects that should be 
enforced. 

First in this order will come the laws of supply and demand. These 
permeate every branch of industry and trade, and are therefore justly 
regarded as forming the foundation of the study. How important a 
place they occupy in the scheme of one who is perhaps the ablest and 
clearest writer on the subject our generation has produced may be 
judged by the prominent part they occupy in Professor Marshall’s 
monumental work, where more than half the volume is occupied with 
considering (1) demand, (2) supply, and (3) the theory of their equi- 
librium. The importance arises from the fact that when they are fully 
understood a great step is taken toward correcting the theoretical 
errors on which the policy of our labor organizations is based. 

In Dr. Ely’s latest book we have to search carefully to find even 
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an allusion to these fundamental principles. But we do find within a 
space of eighteen pages, a development of the theory of utility and 
value, so much better adapted to the use of the student than anything 
else that ever came from our author’s pen that we cannot but deplore the 
seemingly sporadic character of the inspiration which prompted it. 
The laws of supply and demand are to a certain extent implicitly con- 
tained in this brief explanation, and nowhere else. But no attempt is 
made to develop them, or to point out their consequences. The most 
careful ordinary reader may leave this chapter and lay down the book 
without any idea of their mode ofaction. To this it might be answered 
that in the space of four hundred pages it is impossible to adequately 
develop any one branch of the subject. But apart from the question 
whether one-half the book is fitted to inform the mind of the reader, 
we find several chapters on subjects which can have no element of 
really educational value. Such we hold to be the forty pages devoted 
to socialism and the relation of industry to the state. What we mean 
may be clearly seen in the following extract from the chapter relating 
to socialism. After pointing out the good points of this system he 
continues: 


At the same time it must be said that the socialists have been most 
unfortunate in a large proportion of their public representatives, especially of 
their noisiest representatives, who have secured the largest amount of atten- 
tion. Some of them have been vicious men, and many of them have been 
bitter and vindictive. Needless animosity has been aroused and class hatred 
nourished. The cause of progress has thus been seriously injured. Further- 
more, a number of questions having no connection with socialism have been, 
* even by socialists, not infrequently associated withit. Infidelity and free love 
may be mentioned. Of course these have nothing to do with socialism. 
Socialism has done harm on account of the manner in which it has been too 
frequently presented, and it has also accomplished good, but the best effects 
of socialism have been its indirect and not its direct consequences. 


Everyone will admit that this is very good reading, but we 
cannot imagine anyone claiming that it has any educational value, or 
is worth half a page in a condensed text-book. 

As another example we may take what Professor Ely says on the 
subject of fiat money. After describing this money he states his con- 
clusions concerning it in a paragraph which, in order to avoid any 
possible injustice, we must give in full. 


The proposition to create this fiat money has been unduly ridiculed. There 
is nothing theoretically absurd about this proposition, provided the supply of 
the fiat money be limited. The possibility of the circulation of such fiat 
money is conceded by economists generally. All that is necessary to make 
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people accept money is confidence that it can be passed on, and provided the 
supply is limited this confidence can be based on the power of government to 
enforce a legal-tender act as weli as on its power to redeem a note for dues. 
But while the opponents of fiat money have often been superficial in their 
arguments they seemed to have reached right conclusions. The dangers 
which have been mentioned in connection with paper money in general 
become intensified in the case of irredeemable paper money, because the 
safeguards of redemption are missing. Ifthe paper is always kept at par 
there would seem to be nothing gained by the irredeemable characteristic ; if 
it is not kept at par inconveniences at once result, and it is difficult to set a 
limit to the issue. A general desire to rob the creditor class is likely to be 
awakened. 

No one can claim that the student who should learn this, and a 
thousand similar passages, by heart, would be any better fitted than he 
was before to point out to a victim of the money craze now prevalent 
the defects in his way of thinking. No principle is developed, no 
cause analyzed, and no effect pointed out. 

The two extracts we have given seem to us fair specimens of a large 
part of Dr. Ely’s latest and best book. We might multiply them so 
as to include one-half, or perhaps three-fourths of the work, without 
finding anything of much greater educational force, or better fitted to 
train the mind in economic reasoning. In saying this it must be 
clearly understood that we make no charges of vicious doctrine. No 
serious objection can be made to his impartiality in stating either 
theories or historic facts. Indeed the opening chapters of his book, 
while not free from occasional remarks and conclusions to which 
objection could be taken, seem to us, on the whole, a very valuable 
outline of economic history, distinguished from most of the author’s 
previous writings, in that he deals principally with actual facts and 
not with opinions. The same favorable judgment may be formed on 
almost the entire descriptive portion of the work. But for practical 
purposes all historical and descriptive knowledge of the subject should 
be regarded as introductory or supplementary to the great purpose of 
training the mind of the student in sound methods of reasoning about 
the action of causes in the economic world. With the single striking 
exception we have already noted, it seems to us impossible to read the 
book without being profoundly impressed on almost every page with 
the absence of those powers of analysis and logical reasoning which 
form the fundamental requirements in a teacher of a scientific subject. 
Searcely anywhere does the author go below facts into guiding causes, 
or see clearly the difference between a platitude anda principle. He 
does not teach the student how to think or analyze. He even seems 
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to avoid those branches of the subject best fitted to interest the student 
in exercising his powers of analysis and observation. For example, 
the whole subject of banks, banking, and currency is passed over so 
rapidly and superficially that one can hardly see why it was mentioned 
at all. What is now called “ Economics” is so lightly touched that the 


very title of the work is a misnomer. 
Simon NEWCOMB. 





Economic Legislation of all the States. The Law of Incorporated Com- 
panies Operating under Municipal Franchises. By ALLEN 
RipLey Foote. vol.i. Cincinnati: 1892. 


WE are not concerned in this review with the purely legal part of 
the work under consideration, which, being the result of the combined 
labors of many legal students, will necessarily command the deserved 
respect of the profession. It is the author’s promise of “a suggestive 
discussion of the economic principles involved” in the burning prob- 
lems of the day that excites the interest of the economist; and, we 
are pleased to say, the discussion proves really suggestive of the tend- 
encies and aspirations of an industrial class to which the legal profes- 
sion of our day is what the /égistes were to the growing royal power in 
feudal France. The arguments of the author are those of a thoroughly 
equipped American lawyer, whose virgin mind has never departed 
from the straight and narrow path of legal wisdom to wander abroad 
over the disputed ground of economic theory. To those who have 
given in their adhesion to the teachings of the historical school in 
political economy it may be pleasing to learn “that those below the 
average man in intelligence cry out for a more just distribution of 
wealth” (p. 26). To us, however, this ingenuousness appears to be 
the great advantage of the author. He speaks out what he thinks, 
without couching it in too ambiguous phraseology, as would one versed 
in current economic discussion. His is an undisguised plea of a cor- 
poration lawyer in behalf of private industrial monopoly. Of course 
the instrument is drawn with due regard for the prejudices of the 
masses. The “wage-workers” are appealed to at every critical point of 
the discussion; a lance is cleverly broken against “alien property 
owners.” Thestyle is solemn, like the language of a lawyer addressing 
the jury: 

In the sacred court of eternal justice he who is found willing to procure 
property at the expense of character will be obliged to pay the full price of 
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his barter. He can effect no compromise with natural justice that awards 
character as the reward of right conduct only, etc. . . . Among practical men, 
so-called, the one who accumulates most property is regarded as the most 
successful man. Does this prove that character is but a vision? (pp. 30, 31.) 

The student of economics, however, will pay the author due tribute 
for the courage and consistency he exhibits in advocating the unpopu- 
lar cause of private monopoly. Competition being precluded by the 
very nature of the municipal needs under consideration, the issue is 
propounded squarely as one between private monopoly and public 
monopoly. The private monopolist’s side of the contention is “affirmed 
as a fundamental economic principle for the guidance of economic 
legislation :” ‘No public need should be supplied under the manage- 
ment of a political monopoly that can be supplied with equal eco- 
nomic advantage to the users of the service under the management of 
an industrial monopoly” (p. 65). 

Taking for granted that private management is more profitable in 
industrial enterprise than public management, it follows as a sequel, 
with the author, that private monopoly can offer better advantages to 
the users of the services than public monopoly. The correctness of 
the syllogism might be questioned, but the author is ready with an 
argument which, if not unimpeachable, is at least original in the 
extreme : 


When a municipality makes an investment in a plant for carrying on a busi- 
ness, it must first layatax . .. . for the annual payment of the interest on the 
bonds and a small percentage of the principal. If the service is performed 
without charge to the users, ... . its entire cost must be paid by taxation. 
If... . acharge is made, and it is high enough to produce a profit, the 
amount of the profit enhances the cost of the services to its consumers for 
the benefit of taxpayers who are non-users, many of whom are non-residents. 
If the charge fails to produce a profit, the amount of the loss, which must be 
paid by taxation, reduces the cost of the service to its users, and benefits 
them at the expense of the taxpayers who are non-users. (p. 78.) 

In short, whatever a municipality do, it can always do but injustice : 
if it lets the people have its services free, it does an injustice to the 
taxpayers ; if the services are rendered at cost, the taxpayers have to 
pay up for the plant,—another injustice; if a profit is made, the 
users are discriminated against in favor of “alien property owners” 
who pay the taxes. Whereas a corporate monopoly will set all 
things right “without collecting a single dollar by taxation” (pp. 67, 
84, 96, 100). Corporate services “are the means by which the realized 
good may be made most surely to approach the ideal good” (pp. 66, 


86). 
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To ever attain this ideal goal economic legislation must be “aligned 
with the natural economic law of labor and property” (p. 66), which 
ordains: “‘No restrictions are required as to the extent of corporate 
operations or the perpetuity of their existence” (p. 35). The rules of 
common law pleadings require that the very same identical demand be 
repeated in a hundred and one casuistical variations: if one does not 
hold, surely some of the one hundred and one will. That is the 
theory. It is unquestionably to be considered as an act of charity 
towards the lay reader that the above fundamental principle is further 
reiterated in no more than three versions, of which the affirmative 
demands: ‘“ That an industrial corporation organized to supply a per- 
petual municipal need shall have the exclusive right to supply the need 
perpetually” (p. 71). The negative, on the other hand, exposes the 
“illogical” position taken by the legislators, “by limiting the right to 
supply the service to ten, twenty-five, fifty, or some other specified 
term of years,” and “by creating unnecessary uncertainties through 
limiting the public contract for service to a term of one, three, five, 
ten, or other term of years, instead of making the contract perpetual” 
(pp. 72, 73)- 

It is “illogical to limit the duration of such corporations . . . . to 
any definite term” (p. 70). Let them hold the franchise for ages to 
come; “so long as the need lives, they should live to supply it.” 
Moreover, it is “unintelligent” to grant to a corporation “the privi- 
lege of electrical transmission of intelligence by telegraph instead of 
omitting the designation to be used” (p. 71). Suppose, indeed, tele- 
phones are invented,—this specification exposes the corporations to 
the trouble of securing anew franchise. “Politicians haveso managed 
questions relating to corporations as to make and keep them a source 
of revenue” (p. 107). ‘They have been required to spend large sums 
in lobbying . . . . and other ways made necessary by the methods 
that have been and are now employed” (id.)._ By adopting the prin- 
ciple above elucidated the telegraph companies could have the tele- 
phone franchise absolutely free, in token of recognition of their ‘‘ most 
helpful services” to the “‘ wage-workers.” 

Eliminating the endless repetitions, the practical measures which, 
if enacted, would, in the opinion of the corporation lawyer, remedy 
the evils of present legislation, can be summarized as follows : 

1. The monopolistic corporations “shall issue their certificates, or 
bonds subject to the approval of the state, 7” any amount sufficient to 
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cover at a true value all. property necessary to be used, or fo be held in 
readiness to be used, for supplying the service to the municipality 
and its inhabitants” (p. 93). In plain English they shall have the 
unlimited power to water their stocks to the best of their ability. 

2. The state should “authorize investments in the shares and 
bonds of industrial corporations, of the funds of savings banks, insur- 
ance companies, executors, administrators, all security and sinking 
funds of private corporations, municipalities, counties, and the like” 
(p. 96). In short, all the disposable capital of the community should 
be placed in their hands on easy terms. 

3. The corporations “shall charge users such rates for services ren- 
dered to the municipality and its inhabitants as shall be fixed by the 
state, from time to time, the rates to be calculated to yield an income 
sufficient to provide for the payment of all fixed charges, expenses of 
administration, operation and maintenance, and a reasonable dividend 
per annum upon the full amount of the approved investment account,” 
(#. e., watered stock and all). The dividend shall not include “interest 
upon the full amount of the approved investment,” for which allow- 
ance is made under the head of fixed charges. Should there, with this 
careful bookkeeping, still remain a “surplus,” it “shall be equally 
divided between the municipality and the corporation,” yet only pro- 
vided it be “of sufficient amount” (p. 95, also p. 97). But “in the 
case of a deficiency . . . . the shareholders . . . . may apply to the 
state for authority to increase the rate of charge” (p.g7). The advan- 
tage of the system proposed will be found in that, in case of need, 
“‘an advance in the price of the services could be made without causing 
ill feeling” (p. 98). 

4. The property of industrial monopolistic corporations should be 
exempted from taxation. Especial stress is laid by the author upon 
this particular point. The present legislation is vicious: 


By taxing the means by which the needs of municipalities are being sup- 
plied, thus curtailing advantages that are aids to industry, ministers to com- 
fort, and promoters of value of all public and private intra-municipal prop- 
erty. (p. 73.) 

Any tax levied upon them is as injurious to the best interests of society 
as the extraction of blood is to the physical strength... .. Taxes laid upon 
municipal industrial corporations are like rust upon a plow ora hole in a grain 
sack. (p. 75.) 

Taxes on the property of industrial corporations not only enhance the cost 
to the users of the services, but they accomplish it for the benefit of the non- 
users and alien property owners. (27d.) 
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5. The author would concede to the state the right to control the 
corporations, although he has a prophetic faith that “most defects will 
be found to consist in being less good than the most excellent” (p. 89). 
But the public reports will tend to show “what restrictions or exactions 
must be removed, or what additional facilities must be granted,’’—that 
is where the benefit of state control lies. 

By guaranteeing such franchises to industrial corporations the state will 
secure the healthfulness of every municipality as surely as a person secures 
the healthfulness of his body by obtaining an abundant supply of pure air, 
water, and food (p. 85). [Such franchises] will be in accord with all ethical 
and economic laws that proclaim and establish the dignity and freedom of 
labor. (¢dzd.) 

While there is, perhaps, likely to arise some difference of opinion as 
to this, we feel confident no one will dispute that “no form of invest- 
ment can be safer or more sure of securing a reasonable income than 
investments in industrial corporations owned and operated under such 
conditions” (p. 96). The burdens must, of course, be borne by the 
municipality or its inhabitants, who would have to pay the charges. 
But it would be “a monumental absurdity,” “entirely at variance with 
recognized customs in dealings of man with man,” to let them have 
a voice in fixing the charges: “ Where is there another law that makes 
the party being furnished the judge of the price he should pay?” (p. 
99-) 

One might suppose that in the open market the buyer is always “the 
judge of the price he should pay.” But the relations of an industrial 
monopoly to the municipality are of a peculiar nature. “ Municipali- 
ties are codrdinate with industrial corporations” (p. 103), and must be 
treated as “legal persons of codérdinate powers” (p. 101). It follows 
that “the price should be fixed by an authority superior to both buyer 
and seller, a power that can adjudicate all causes of action between 
them” (p. 99). Unfortunately, however, among the existing American 
institutions there is not a single one to be found that is competent to 
say how much a municipality ought to pay to an industrial corporation 
for its services. For this specific purpose a new court must be created, 
which should be called “The Department of Municipal Administra- 
tion.” The suggestion would, probably, conflict somewhat with the 
existing constitutional enactments, but we believe it to be strictly in 
line with the author’s fundamental principle requiring that industrial 
corporations be “granted the same economic conditions in their fran- 
chises as those which are given by the state . . . . to political corpora- 
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tions” (p. 80). It is then no more than reasonable to amend the con- 
stitution so as to make it serve the ends of industrial corporations. 
We think, however, that the learned jurist does not go far enough in 
this direction. Why this distinction between street lighting, and the 
police, fire service, education, taxation, etc.? Would not a fire depart- 
ment render cheaper and more efficient service under the management 
of an industrial corporation than under that of a political corporation? 
We have witnessed quite successful experiments of private police 
departments run by industrial corporations. Taxation was for cen- 
turies a private monopoly in France, and it was only as late as 1863 
that it was taken away from private monopolists in Russia. 
Isaac A. Hourwicu. 
Fourth Special Report of the Commissioner of Labor. Compulsory 
Insurance in Germany. Including an Appendix Relating to 
Compulsory Insurance in other Countries in Europe. Prepared 
under the Direction of CARROLL D. WriGut, Commissioner 
of Labor, by JonN GRAHAM Brooks. Washington: Gov- 
ernment Printing Office, 1893. 


A SpEcIAL REPORT upon insurance laws in Germany has been 
issued by the Department of Labor. It is written by Mr. John Graham 
Brooks. Mr. Brooks accepted a commission from the Department in 
July of 1891, and during the two years following resided in Gerinany, 
occupied in observing and studying German social conditions. The 
report therefore possesses the qualities of a laboratory thesis in 
Sociology. 

An introductory chapter follows historically the growth of pater- 
nalism in Germany, or, to avoid the use of an odious term, the growth 
of that conception of government which holds the state responsible for 
the welfare of the workingman, and for the protection of the weak 
members of society against the strong and against their own weak- 
nesses; compulsory insurance is one of the most recent develop- 
ments of this conception. The law of compulsory insurance against 
sickness (1883), the law of compulsory insurance against accidents 
(1884), and the law of compulsory insurance against old age and 
invalidity (1889), form the subjects of chapters ii, iii, and iv, respect- 
ively. The text of the laws and of amendments is printed in the body 
of the Report. Chapters v.—x., discuss the relation of insurance to 
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wages and to public charity, the state of public opinion with reference 
to the laws, and some of the difficulties which have been encountered 
in their administration. The course of the movement for com- 
pulsory insurance in other European countries is traced in the 
appendix. Interesting tabular statements are given and a short 
bibliography. 

The working out of Bismark’s experiment in state socialism—if by 
courtesy the epithet “socialistic” may be applied to anything so 
definite and so conservative as compulsory insurance—has already 
offered great opportunities for exercise of German ingenuity in state- 
craft, and promises to offer as great opportunities in the future. 
Matters have not yet advanced to that stage where one may safely 
declare either that the undertaking is “all Bismark’s folly”, or “all 
Bismark’s glory”; it is only certainly one or the other> The laws put 
anew burden upon the German people, and have not yet perceptibly 
lightened the burden of pauperism previously borne; whatever eco- 
nomic saving may be noted in the future no such saving is yet apparent. 
The chief among the good results to be expected are, Mr. Brooks 
believes, moral and educational; moral good will, he contends, spring 
from the sense of solidarity which must result from any attempt, 
successful or unsuccessful, to enforce the laws ; educational good will 
consist in the accumulation and popularization of statistical informa- 
tion, as, for example, knowledge of the number, kinds, and causes of 
accidents, how they may be prevented, and at what hours of the day 
and on what days of the week they occur with greatest frequency. 
Moral and educational influences such as these work their reformation 
only after a time; their strength can never be more than estimated, 
since their effects cannot be isolated and measured, as an economic 
saving can be isolated and measured. 

With the laws as they stand few if any are wholly satisfied. The 
amounts of the payments to be made in the cases of accident, sickness, 
and invalidity; the amcunts to be contributed respectively by the 
insured, the employers and the government; the terms during which 
insurance should run, were matters of opinion upon which there was 
no consensus. Socialists accept the laws as a slight concession to their 
power, but are not at all satisfied, and urge more radical legislation. 
Bismark has not taken the wind out of their sails; he has hardly hove 
in sight of them. The laborers feel that the pensions are small and 
that the old age and invalidity pensions are too long deferred. 
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Moreover the incidence of this new form of indirect taxation is suffi- 
ciently indefinite to enable socialists to declare confidently that the 
entire insurance fund is paid in the last instance by the workingmen, 
and that the workingmen are getting back only a portion of what they 
contribute. It was perhaps to be expected that the distribution of the 
insurance fund among the laborers would be accompanied by a consid- 
erable amount of disatisfaction owing to the oftentimes very obvious 
inadequacy of the money payments, but it could not have been foreseen 
that the socialists themselves who would seem to be chiefly interested 
on principle in the success of this experiment in state socialism, would 
be the chief ones to arouse suspicion and discontent. If the state 
cannot be trusted with the distribution of an insurance fund it is cer- 
tainly unprepared to undertake the duties which the social democrats 
would thrust upon it. 

The expectations of the more sanguine supporters of the laws have 
of course not been fulfilled. The insured have not gone out of the 
congested cities to spend their pensions in the country. The burden 
of pauperism has not been perceptibly lightened. Amicable relations 
between employers and employed have not been very generally estab- 
lished. Social-Democracy has not been weakened. The decline of 
voluntary labor organizations in Germany, a natural enough result of 
compulsory legislation, is nevertheless a source of regret to many. 
The laborers naturally feel less interest and responsibility as members 
of the large government associations than they felt as members of their 
own smaller voluntary and social organizations. This lack of personal 
interest shows itself chiefly in the tendency to play sick and to make 
all hurts and accidents sources of as great pecuniary gain as possible ; 
the increase in the per cent. of patients afflicted with rheumatism and 
other diseases where simulation is not easily detected has been the 
source of considerable alarm to the friends of the movement. 

It is, however, too soon to estimate the ultimate effects of this 
legislation. Fortunately the success or failure of compulsory insurance 
does not depend upon the expectations of those who have brought it 
about, but upon the actual social-ethical results which follow its reali- 
zation, however unexpected these may be. Mr. Brooks has given an 
account of the conditions under which the experiment is being tried 
and has, it appears, wisely refrained from drawing conclusions. 

; Joun CumMINGs. 
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Eight Hours for Work. By Joun Raz. London: Macmillan & 
Co., 1894. I2mo. pp. 340. 


Mr. Rae has given us in the present volume a most interesting and 
valuable addition to the literature of the eight-hours day movement. 
He has struck out the only really fruittul method of approaching the 
question as to the probable consequences of a general adoption of the 
eight-hours working day—the method of experience. Instead of 
trusting to pre-conceived assumptions about the probable effect of 
shorter hours, he has taken the pains to verify the assumptions, and 
ascertain what the actual effects of shorter hours have been in countries 
which have had experience of them. The available evidence is quite 
abundant and points to a remarkably uniform conclusion. The ques- 
tion of questions, as Mr. Rae points out, in connection with any pro- 
posed reduction of the hours of labor, isthe question of the probable 
effect of the change on the personal efficiency of the work people. If 
short hours mean short product, then the eight-hours movement is 
destined to failure; for good wages are at present as essential to the 
imprcevement of most of the working class as more leisure. But if it 
can be shown from recorded experience that a reduction of hours has 
heretofore been accompanied by an equivalent increase in the laborer’s 
efficiency, then the movement has areal basis. Mr. Rae has gone over 
the ground carefully and finds that previous reductions in the hours 
of labor and the eight-hours day itself, so far as it has been tried, have 
in nearly all cases been followed by the development of unexpected 
resources in the mind and muscles of the laborers. The sources of this 
increased efficiency have been found to be the adoption of more 
perfected methods of production, and the more intelligent organiza- 
tion of industry, by employers; and the general quickening of the intel- 
ligence and interest of the laborers, and their greater bodily vigor. In 
those cases where the diminution of product has been compensated by 
the greater energy of labor, Mr. Rae thinks that more strain has been 
taken off by diminishing the duration of labor than was put on by 
increasing its intensity. But in many cases the improvement in pro- 
duction has been obtained under shorter hours not by working harder 
so much as by working better and more accurately. “It is a fruit of 
the mind, of increased intelligence in working, not of increased physi- 
cal exertion.” ‘The world takes a long time to appreciate adequately 
the enormous productive power of mere contentment and cheerfulness 
of mind.” 
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This is the essence of the author’s position and he has supported it 
by abundant citations from recorded experience. He has been careful 
and discriminating in the use of his evidence, but two doubts suggest 
themselves in this connection; first, whether he has not overrated the 
importance of the personal factor in mere machine production and the 
extent to which its efficiency may be enlarged through the conditions 
he enumerates; and, secondly, whether many of the cases in which 
reduction of hours has not been followed by diminished production 
have not been those where the laborers had been previously suffering 
from unusual bodily or mental fatigue, anda low standard of living. 
With this deduction from his conclusion, however, it must yet be con- 
ceded that Mr. Rae has fairly neutralized the current presumption 
against the success of the eight-hours day and made it a fair field for 
further experiment. A. C. MILLER. 


Das Schneidergewerbe in Miinchen ( Miinchener Volkswirthschaftliche 
Studien. Fiinftes Stick). By Dr. Gustav HERZBERG. Stutt- 
gart: J. G. Cotta’sche Buchhandlung, 1894. 8vo. pp. x + 
135. 

THIs monograph briefly recounts the struggles of the masters to 
maintain their monopoly and the means by which their privileges were 
gradually rendered worthless. 

The development of the industry under free competition, the effects 
of the introduction of machinery, the persistence of the “ house indus- 
tries” (as opposed to the workshop), and the condition of the laborers, 
are considered more fully. Many valuable tables of statistics are also 
given which present the effects of certain causes. Its style is such as 
to commend it to English readers. The sentences are logically devel- 
oped to a degree quite unlooked for in a German work. 

In France the great Revolution brought about the destruction of 
the trade guilds and assured freedozn of production. In Germany the 
system became yet more firmly established about this time. This 
method of production stood opposed to the demands of the rapidly 
rising large industries. As population increased, the guilds; with their 
numerous restrictions on the freedom of production, were regarded with 
greater dissatisfaction. The complaints of the journeymen, supported 


by the agitation of liberal men who were greatly interested in the wel- 
fare of the Fatherland and its industries, forced the government to take 
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up the question. Under the leadership of the Count of Montgelas the 
whole system was undermined. This he accomplished by granting 
trade concessions to all who could prove themselves qualified. This 
was the principal feature of the trade law of September 11, 1825. 
It raised a storm of opposition and indignation among the masters. 
Events came to their assistance. An industrial depression was attrib- 
uted to this statute, and it was modified to such an extent as to be prac- 
tically annulled. 

But the rising industries could not bear these restrictions, and in 
1862 and 1863 there was a decided reaction and the law of 1825 was 
practically restored. With the inauguration of the Empire the struggle 
ceased. 

In order to get possession of the foreign markets it was absolutely 
necessary to lessen the cost of production. This was an impossibility y 
under the then existing methods of production. The principal 
means by which this object was attained was a thorough and far- 
reaching division of labor of a double nature. In the first place, 
it was concerned with the different operations performed upon the 
same part of asuit. This specialization has not gone very far as yet, 
the rule being that the workman finishes from beginning to end 
the part of the suit upon which he is at work. The second form of 
the division of labor was carried out much more generally and thor- \ 
oughly. The men were divided into groups, according as they were { 
employed upon coats, vests, trousers, or great coats. The fashion, the } 
quality of the goods worked up, and the character of the workmanship 
desired, determined a further subdivision. There is still a further sepa- 
ration into those engaged on custom work and those employed on 
ready-made clothing. The establishment of the custom of working at { 
home resulted in a great increase in the amount produced by the | 
workman because of the assistance rendered him by his family, and the 
new generation of laborers became exceedingly skillful through famil- 
iarity with the work from childhood. What the division of labor began 
the introduction of the sewing machine completed, and the cutting 
machines and the buttonhole machines have also vastly increased pro- 
duction. t 

The large establishments in the tailoring industry are seldom 
entirely devoted either to productign or distribution, nor is a separa- 
tion of custom work from the production of ready-made clothing fully 
carried out, and, indeed, there is no differentiation of retail and whole- 
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sale establishments. A manufactory entirely devoted to the making of 
ready-made clothing is the exception, combination with custom work 
the rule. Large shops devoted entirely to custom work are, however, 
quite numerous, as the reputation of such an establishment would suffer 
if it were combined with a ready-made clothing manufactory. 

Thework of the ready-made clothing firms is entirely doneat home ; 
many large establishments do not employ a single man in their own shops, 
and where the workshop is still to be found it is because of a desire 
to have the direct control of a small number of efficient workmen when 
a press of work offers. The house-industry system enables the under- 
taker to reduce the cost of production without appreciably impairing 
the quality of his goods. Wages under this system are generally lower 
than in the workshops, but the great saving in production is not made 
in this item. The system is favored by the employer because he can 
shift a portion of the cost of production directly upon the workmen. 

The rent of the workshop and the cost of heating and lighting is 
paid by the workman out of his scanty wages. He also provides his 
own machinery. And in addition to this the house-industry system is 
not subject to any legal restrictions as to the hours of work or as to 
Sunday work. The workmen in the shop must be employed the whole 
time or dismissed. This system of production also accommodates itself 
more readily to the state of business. If there be much work on hand 
the workman is given much to take home with him; if it be slack he 
receives little or perhaps nothing. The working capacity of the family 
is also to be considered. When business is brisk they assist in the work, 
and thus make possible a largely increased product. Thus it is readily 
perceived why a large undertaker on principle employs married men 
only. 

In spite of the advantages arising from large production the bulk 
of the work is still done by small establishments. This is largely due 
to the reluctance of the men to give up their own establishments and 
with them their independence, even if by doing so they ean improve 
theircondition. But of late some change has taken place in this respect. 
It is now easier for the masters to go into the employ of large estab- 
lishments, because they can continue to work athome. Some masters 
still do a small amount of custom work, but derive the greater portion 
of their income frum their work for large establishments. 

GEORGE TUNELL. 
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The Theory of Transportation. By CuarLtes H.Coorey. Publica- 
tions of the American Economic Association, vol. ix. 
No. 3. Baltimore: American Economic Association, 1894. 
8vo. pp. 148. 

THE economic significance of transportation receives the largest 
share of attention in this volume, and it is here that Mr. Cooley’s 
experience in connection with the Transportation Division of the 
Eleventh Census bears its best fruit. The “keynote of this matter” 
is “‘ that the study of economic transportation is equivalent to the study 
of economy in its place relations.” ‘Transportation is the instru- 
ment of all social specialization,” the efficient means alike of securing 
its benefits and remedying its evils. The special subjects here dis- 
cussed are the relation of transportation to division of labor, to the 
location of towns and cities, to markets, and to rent. 

In regard to the theory of rates four principles are offered as fun- 
damental. Rates should (1) “do justice among persons,” (2) “ permit 
the utilization of special facilities for production,” (3) “favor decen- 
tralization rather than concentration” in the “distribution of manu- 
facturing and commercial industries,” and (4) “in all other respects” 
“give the greatest possible freedom to the action of economic forces.” 
From these are deduced the practical precepts which should determine 
the process of rate-making. 

Mr. Cooley departs most widely from the commonly accepted 
doctrines in advocating that the “classification of commodities, other 
than raw products,” should be “such as to make rates as nearly as 
possible proportional to value.” The objection that this is impracti- 
cable is anticipated at the outset. “In this part of our inquiry the 
question is not of the practicability of adjusting rates to a theory, but 
solely of what they ought to be, supposing we had the power to make 
them what we would.” This is decidedly refreshing. Although it is 
by no means self-evident that classification according to value most 
nearly conforms to the “greatest-freedom theory,” those who take 
issue with the author’s position should be careful to observe the hypoth- 
esis upon which he bases it. 

On the question of ownership, it is held that at the present time 
railroads should be left “to the enterprise of private associations, 
subject to a control more or less detailed and stringent as experience 
may indicate.” The conclusion is eminently sound. But it is in this 
connection that our authcr comes nearest to losing his grasp of scien- 
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tific method. An excellent start is made in this direction by clearly 
setting forth the relative merits of public and private control in general. 
The advantages of state control are such as inhere in “an association 
of the widest extent and the amplest power and prestige ;” while “its 
weakness lies in the nice adjustment of its operations in detail, and in 
the lack of those simple and comprehensive motives of personal advan- 
tage that control private business.” ‘The advantages and disadvan- 
tages of private associations are, of course, just the reverse.” “It follows 
from this general state of things that those industrial activities are best 
suited to the state that are universal and uniform in their aims and 
methods, but simple in detail,— have a great need of unity and little 
of specialization.” 

It is to be expected, after this statement, that private ownership 
will be advocated, if at all, on the ground that the business needs 
specialization and the motives attendant upon private control more 
than it does unity and association, important as the latter may be. It 
is disappointing, therefore, to find an unquestionably sound conclusion 
based upon the statement (without further analysis) that such policy 
best conforms to the “history and the present economic structure of 
the United States” and to “the spirit of our institutions.” 

A minor point of criticism is the somewhat vague conception of 
the state. At times the state is referred to as “the coercive, governing 
organization of society” (p. 59), and again as “the most conspicuous 
instance of social unification in its higher or mora/ form” (p. 130). 

On the whole the work possesses marked merit. Mr. Cooley has 
a happy way of expressing himself, so that his production attracts by 
its style as well as by its thought. 

FREDERICK C. HICKs. 


Schlaraffia Politica. Geschichte der Dichtungen vom besten Staate. 
Leipzig: F. W. Grunow, 1893. 8vo. pp. 318. 


PoLiticaL Economy does not deal much in poetry, it is true, but if 
poetry is fertile of practical consequences and political issues, as in the 
case of Utopias, even economists are justified in taking a deeper inter- 
est in poetical and fictitious works. The literature upon the evolution 
of Utopias, however, is by no means a large one. Since the general 
remarks of Lewes in his treatise on the methods of observation and 
reasoning in politics (1852), andof R. von Mohl in his Gesch. der Staats- 
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wissenschaften (1853), a few scholars have published monographs upon 
the subject, as Gehrke, Communistische Idealstaaten (1874), Sudre, Refu- 
tation of Socialistic Utopias (in French, 1882), and Kleinwachter, Die 
Staatsromane (1891). The present book, written by a German professor 
of law, crowns the edifice ; it is the most able and by far the most com- 
plete work on these social dreams that has ever appeared, and it combines 
a graceful and mildly humoristic style with scholarly thoroughness. 

A very wide field opens before our eyes ;—ideal states of every 
description, monarchical, theocratic, and republican governments, farces 
and serious attempts at improving the conditions of human life, a huge 
heap of vast dreams, from Plato to Bellamy, from the first attempts to 
realize these dreams in antiquity down to Hertzka, whose Central 
African bubble burst a few months ago. Now, all Utopias must of 
necessity also treat economic problems, some to a smaller extent, some 
to a greater, according to the fancy or the talent of the author, some 
in a more conservative, some in quite a radical manner. The aim of 
the ideal state is nearly always to abolish individual property and to 
vest all capital, and above all the entire landed capital, not in single 
men, or in single families, but in the whole community. No free- 
coinage bill, no bimetallic questions trouble the minds of these writers ; 
money is abolished, a committee distributes food and clothes to whomso- 
ever needs them. In some cases, indeed, this abolition is only apparent, 
as with Hertzka, who recommends a kind of checks: after you have 
worked for two hours you get a ticket worth two dinners, or a waist- 
coat, or a couple of books. The famous Legislation of Nature, written 
by the Frenchman Morelly, in 1753, has, however, managed to avoid 
even the appearance of checks; it provides that no citizen may buy or 
receive anything in exchange from another; everybody gets what he 
needs without checks, from the public stores. 

A discriminating Utopia, which allows a certain inequality and a 
great amount of individual property, is outlined in Zhe State of Felicia, 
a French work of the period of the Revolution (1794). It deals more 
largely than any other with economic problems. In Fedicta corn 
prices are fixed in advance for three years at a time, the ground rent 
amounting to one-seventh of the harvest for thirty years; the author 
supposes that there are 90,000,000 acres of land to be disposed of, 
and figures out that the government will receive $1,700,000,000 from 
this source alone. Of other revenues he mentions a tax on inherit- 
ances, which he thinks should amount to not more than one per cent. 
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The question of the length of the working-day has been answered 
by Utopists in various ways; most workers prefer six hours, some 
hope to reduce the time to four, some discriminate according to the 
class of workmen, others, as Cabet, the author of /caria, decide for 
six hours in winter and seven in summer. 

The farther the Utopistic type develops, the more it discards poet- 
ical pictures and the manner of fiction, as alchemy yielded to chem- 
istry and astrology to astronomy. Thus out of the genuine fictitious 
Utopia there has gradually developed a scientific system of political 
economy. In no work is this more plainly seen than in the Freedand 
of Dr. Hertzka, an Austrian author of several serious essays bearing upon 
political economy. He speaks of solidarity of interests, of associations, 
of parliamentary discussion, of banks and commercial associations. It is 
refreshing to see how elegantly the gentleman solves the financial ques- 
tion: “You give just 35 per cent. of the gross returns of your work to 
the government, which is thus enabled to look out for the common- 
wealth.” Thirty-five per cent.—no more? “That settles the whole 
matter,” says the author of Sch/araffia, and very truly. 

ALBRECHT WIRTH. 


The Aged Poor in England and Wales (Condition). By CHARLES 


Bootn. New York: Macmillan and Co., 1894. 8vo. pp. 
527- 

THREE Englishmen in ten who survive the age of sixty-five are 
wholly or in part dependent on public charity. If it were possible 
to exclude that part of the nation who are by their economic condition 
practically beyond the possibility of becoming paupers, “it would 
probably be found that amongst the working classes and small traders 
the rate of pauperism for all over sixty-five is not less than 40 to 45 
per cent.” This shocking degree of pauper degeneracy is Mr. Booth’s 
problem. With the codperation of several friends he has taken two 
steps in the direction of its solution; he has provided from govern- 
ment sources and original inquiries a reservoir of statistical materials 
for its study, and he has offered a few tentative conclusions. 

It appears that the condition of the aged poor has become more 
difficult within twenty years, though poverty at large has been mate- 
rially mitigated. The old bear least readily the increasing stress of 
industrial conditions. The percentage of paupers is said to be least in 





BOOK REVIEWS. 127 


the country (where work for the old is more abundant)—varying from 
15.50 in the agricultural districts of the North to 38 in London. 
Where population dwindles by emigration the departure of the young 
and strong leaves behind an excessive proportion of paupers. Thus, 
in certain parts of London and the other great cities, where population 
has diminished, about half of the old require public assistance. This 
is true, however, only of the cities, for in the country, if population 
decreases, the land is better able to support the remainder and there 
is more work which the old can do. Of the old men who find work in 
the country, 13 per cent. make less than five shillings per week ; only 1o 
per cent. make over sixteen shillings. Thrift shows itself rarely in saving 
money during the working years, but chiefly in benefit societies (not 
ordinarily giving life insurance), or in some of the forms of codperation. 
Mr. Booth disavows, for the present, any general purpose of draw- 
ing conclusions. The question as to the effect of out-relief he 
approaches somewhat cautiously, and emerges from a maze of indica- 
tions and counter-indications with no very positive result pro or contra. 
Yet the tendency of the discussion is rather unfavorable to out-relief, 
as pauperism appears to be least frequent—taking the country at 
large—where it is practically denied, unions in which a moderate 
degree of restriction is imposed being only less fortunate. Yet pau- 
pers are found in greatest proportion under methods midway between 
these two, where out-relief is granted, but with very great restriction. 
Mr. Booth recognizes the impossibility of deciding whether the method 
of administration is a cause or an effect, but he does not take account 
of the discouragement to dependence on charity which must result, 
where indoor-relief prevails, from the dread of going to “the house.” 
Another volume is promised dealing “with the administration of 
the poor law as regards the old and with proposals for their relief” in 
other ways, and a government commission of which Mr. Booth is a 
member has taken under consideration the questions dealt with in the 
present book. A. P. WINSTON. 


Handbook of Sociological Information, with especial reference to New 
York City. By W.H.Totman and W. I. Hur. New York: 
The City Vigilance League, 1894. 8vo. pp. xi + 257. 

Tuis volume is prepared for the use of leaders of social opinion, 
as editors, philanthropists, ministers, and citizens of public spirit. It 
is not a work for specialists. Part First offers a bibliography of works 
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accessible to American readers. The topics are Sociology, the State, the 
Church, the Family, Labor, Charity, the Child Problem, Criminology and 
Penology, Economics, Lodging Houses, Municipal Problems, People’s 
Clubs, the Salvation Army, Social Problems, Temperance, Tenement 
Houses, the Slums, University Settlements, Womarhood, Sociological 
Journals and Quarterlies. Under each head is given an analysis of the 
essential factors of the problem to be studied, and in case of the more 
important books their chief topics are mentioned. By this ingenious 
arrangement a busy citizen is enabled to go most quickly and directly 
to the work he needs. 

American cities are already rich in social experiments as well as ina 
growing literature. Theories are put to the test of trial under varying 
conditions. In the Second Part of this volume the editors have printed 
descriptions of the aims and methods of many typical institutions, and 
these descriptions have been prepared by men and women closely iden- 
tified with the movements they characterize. More than one hundred 
societies of nearly thirty distinct types are thus described. These 
accounts are brief and general, and need to be supplemented by a study 
of documents and reports, but they serve their purpose in an admirable 
way. The book will be a substantial aid to intelligent social workers 
who desire to widen the scope of their studies and to avail themselves 
of the historical studies of theory and the results of actual experi- 
ence in various lines of ameliorative activity. 

C. R. HENDERSON. 

















APPENDIX I. 


NOTE TO TABLE OF IMPORTS, CUSTOMS REVENUE, AND EXPENDITURES 
OF THE UNITED STATES. 


THE tables here presented are compiled from official sources. The col- 
umns headed value of imports are taken from the Refort on Commerce and 
Navigation for 1892, p. lxxiv, supplemented by direct official information. 
The figures represent the value of imported merchandise entered for consump- 
tion, including entries for immediate consumption, and withdrawals from 
warehouse for consumption. The column headed Government expenditures 
is taken from the annual table published in the Finance Report. The figures 
are obtained by adding “net expenditures,” “ premiums,” and “interest on the 
public debt.” The figures for Customs Revenues are also found in the annual 
table in the Finance Report. The column of percentages is obtained by divid- 
ing the value of customs revenues each year by the expenditures of the govern- 
ment. It is to be regretted that these tables are quite faulty. The following 
are the defects so far as can be pointed out. The fiscal years, for which the 
value of imports is given, end on September 30th from 1791 to 1843, but on 
June 30th after 1843. The years for which the amount of Government expen- 
ditures and also for Customs Revenues are given end on December 31st from 
1791 to 1843, and on June 30th after 1843. The figures for the value of cus- 
toms duties represent net values previous to 1850, but gross values after that 
year. Further, owing to the system of credit allowed by the government in 
the payment of customs duties from 1791 to January 1, 1842, the actual cus- 
toms revenue collected during any year between these dates does not repre- 
sent the actual payments on merchandise entered during that year. There 
is a “lagging” of revenue receipts, and consequently before 1842 the full 
effect on revenues of an increase or decrease in imports, usually does not 
appear until the year after the change was made. This explains, for 
example, why, as is seen by Chart I., imports fell and revenurs rose in 1813. 
Such unreliable tables, it must be admitted, are a very defective basis for an 
inductive study. It is for this reason that more detailed use has not been 
made of them in the historical examination. No more reliable figures were 
obtainable, either from the regular government reports or from the officials 
now in Washington. Mr. Worthington C. Ford, Chief of the Bureau of 
Statistics, who was appealed to for assistance, acknowledged the extreme 
faultiness of the figures issued by the government, but could hold out no hope 
of anything more reliable. He, however, regarded the use of the govern- 
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ment figures as legitimate. 


On this point he says: 
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“So long as you refer 


specifically to the document from which you draw your figures, I see no 
objection to using them, as the onus is thus thrown upon the bureau issuing 


them.” 


The inaccuracy of the government reports is a striking commen- 


tary upon the financial methods, past and present, of the government. 
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APPENDIX II. 


TABLES RELATING TO RAILROADS IN MISSOURI. 


EXPLANATORY NOTE, 


THE tables are compiled from the reports of the Board of Public Works, 
and from communications made to the legislature by the different companies. 
These reports and communications are found in the appendices of the House 


and Senate Journals for the period covered by the tables. The amounts in 
the columns are the totals to date unless otherwise stated. A blank means 
that the number in the preceding column is repeated. 


For footnotes to tables see pages 140-144. 
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TABLE VI. 


CAIRO AND FULTON RAILROAD. 



































1857. 1858. 1859. 1861 
(Oct. 20.) | (Dec. 1.) | (Oct. 1.) (Jan.) 
State bonds authorized............. eres errr era: err es 
County subscriptions............... BBG BHO* ] BAGOGTS | occcctee | sewcsces 
Individual subscriptions............ | AR RCRR, Rare Wea arene 
TOUR OUDOCTIEIOOS «60.0006 ctcccecs 8 Seren peer ee 
Total subscriptions paid............ 415,918 464,593 |.$504,663 | ........ 
Bonds issued to the company........ 180,000 250,000 GOED F sececess 
Discount on bonds sold............. 20,000 32,172 SOE TE oe sccccs 
(acres) 
Congressional land grants.......... Dt are eer a borer 
(acres) (acres) 
CON THE BINNIE 6. 66 cis cicceciccns 370,820 CN F bh.46. anes BP teseincee 
| PRET ee er ee Ee A ee eee 
IN 56:64 a0-604- 494d 450% 0e% PTE .icncicata b bccwades. 1 whecants 
Pe NE 606.5 054-65 cote hess aden 4,000 $8,000 a ae ae 
Annual interest due to state.........] ....000. 15,000 pk ere ee 
Total interest, discount, and exchange 
GE hat cid aie ikands aoaedues 20,000 34,313 ae 
PBs. 5.5 5 s0kc kidesdiet Sestanes 420,366 ane 
TABLE VII. 
PLATTE COUNTY RAILROAD. 
1859. 1856. 1863. 
(Oct. 15.) (Nov. 30.) (Jan. 1.) 
State bonds authorized. .........2. cceess $700,000 |_—sé«.. fee re 
I I iiods cutasitccccsasenl Ueeenees ere 
Individual subscriptions .............+.. > | 2 ee ee me ee 
POU TI soos ots séccincicccs, - <evcede | <aascigese §  ceecnaas 
Total subscriptions paid ................ 151,150 766,875 809,125 
ME I 200% bdeadabee sdoes onesie ne 150,000 et ree 
Discount on bonds sold............. 006. none SEY 3 made 
EE 55 o)0.0:6,4:0.6, 4.4.00 60.0 08100 0.00 Ce ékapees 2. | shbaees 
I I 5b: 040innied. dikes cbementuoeiae 187,412 SERRE FT -  wesevnx 
Annual interest due the state............|) se neeee NS eer 
Total interest, discount, and exchange 
nn, OOO EE rere ree not given ft eer 
OE Oe PUNE SIE occcscicewisécnces|  sertacned — vocvions |. cosagiouns 
Cie SE SE UE BOT OED cikcciciceccl °. eeteeae Tt  Sitewer Te “esdeess 
BBE NR ae ey by eee rere SE PROOE ceca sie -saeacns 
FORGE CUPOMEINIOE s 6.0.06 00:00 800600000500 251,190 1,445,159 1,657,393 
Anneal recipies for tramepertatiot.....565[ ceseccs | os seicccse | see ov 
Annual expenses for transportation.......) 0 ccccses | soeccce | — senveee 
BOE Gy Se I os cicccsndicésach  “sisedec) — <dnsdaa t  Tessoune 














* This company defaulted in the payment of interest due the state, July 1, 1861. 
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REFERENCE NOTES TO TABLES. 


TABLE I. 


*Of this amount, $795,000 was cash; the remainder was bonds. 

? Premium instead of discount. 

3 Exclusive of transportation expenses. 

4 That is, one and one-half per cent. on the cost ($1,799,713) of the first division 
(thirty-seven miles). This includes a ballasted roadbed, fenced, and protected by 
cattle-guards. 

5 This amount includes all the expenses on the Southwest Branch to date, and the 
expenses for the survey of the Iron Mountain Road. 

Premium and discount balance. 

7 The floating debt, March 10, 1856, was $1,337,828. 

® This amount covers the cash cost of the line to Jefferson City only. It includes 
rolling stock, depots, water stations, ballasting, fencing, tools and machinery, and 
land damages. In the report of the following year, this amount was increased to 
$6,577,266. This would make the cost per mile a little more than $44,171. In 1858 
the total cost to Jefferson City was put at $7,542,353. 

9See note 8 above. 

*© This includes all interest, discount, and exchange charges, $10,397 of which was 
on account of the Southwest Branch. 

*On the cash cost to Jefferson City. The earnings given being for only seven 
months (ending September 30, 1857), the annual rate would be 5.12 per cent. 

After 1858, all figures pertaining to the Southwest Branch are omitted. For 
these, see Table II. 

*3 Number of acres, 1224.9. 

4On the cost to Jefferson City; see also note 8 above. 

15 Net discount. 

*© Number of acres, 87,274. 

7 From St. Louis to Syracuse. 

** The state paid the interest due by the company, January 1, 1860. 


19 This includes: 


Per Mile 

Cash cost of grading, masonry, superstructure, ballasting, and 
bridges - - - - - . $37,127.37 
Cash cost of right of way and real estate’ - - - - 2,121.80 
Cash cost of fences and protection - - - - 901.97 
Cash cost of buildings and machinery - . - - 1,965.58 
Cash cost of telegraph line - - - - . 35-93 
Cash cost of engineering and agencies - - - - 1,695.00 
Total - : - - - - $43,847.65 


This is the net cost of the road, per mile, from St. Louis to Otterville, 176 miles. 
The gross cost was $53,700 per mile. 

















APPENDIX. 


2 On the cost to Otterville; see also note 19 above. 
** Net cost to Sedalia, 189 miles from St. Louis; the gross cost is $55,970. 
22 Of this stock 


St. Louis county held - - - . - - $1,104,000 
St. Louis city : - - : - - 500,000 
Johnston county - - - - : : 150,000 
Jackson county” - - - - - - 275,000 
Morgan county - - - - - - 17,754 
Moniteau county - - - - : - 69,500 
Henry county - : - . : - 7,600 
Pettis county - - - - - - 102,400 
Cass county - - - - - - : 1,500 
Individuals - - - - - . 1,381,361 

Total - - - $3,609,115 


Cf. Appendix to House and Senate Journals (1868), p. 221. 

73 The interest due by the company to the state was $3,780,000. 

*4No records are to be found showing exactly what the total expenditures of the 
company were, upon the completion of the road. Therefore it cannot be said exactly 
what the average cost per mile of the whole line was. The average cost west of 
Sedalia would naturally fall below the average cost east of this place. The funded 
debt and other liabilities of the road, at the time of its completion, were $14,383,493. 
This would give an average cost of $50,821 per mile for the whole road (283 miles). 


75On the entire debt of the company. 


TABLE II. 
* Subscription by 

Greene county - - - - - - - $100,000 
Newton county - - - - - 50,000 
Lawrence county - - - - - - 50,000 
Laclede county - - - - - 30,000 
Jasper county - - - - - - - 25,000 
Dade county - - - - - - 20,000 
Dallas county - - - - - - - 20,000 
Polk county - - - - - - - 20,000 
Barry county - - - - - - - 10,000 

$325,000 
Individuals - - - - - . - 44,400 
Contractors - - - - : - - 100,000 

$469,400 


House Journal (Regular Session, 1855), Appendix, p. 49. 

? The purchase price was $1,209.50. 

3Of this amount $1,268,000 were “direct” bonds of the state. The remainder 
were the bonds of the company “ guaranteed” by the state. The first bore 6, and the 
last 7 per cent. interest. 
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4 $200,000 additional sevens had been guaranteed by the state. 

5 Senate Journal (Adjourned Session, 1858-9), Appendix, p. 79. 

For nine and one-third months, ending September 30, 1859. 

7 This brought $17,777.95. 

® Road defaulted in the payment of interest, July 1, 1861. 

* This is the average cost of seventy-seven miles of road then completed, December 
22, 1860. There is only a very small amount of rolling stock included; all other items 
of railway construction are included. 

© Assuming the difference between the total expenditures for this period and for 
1860 to be equal to the cost of grading west of Rolla, we would have the cost per mile 
of road the same as in 1860. A table given in a regular report of the company, how- 
ever, put the cost of the road to Rolla (stated in the report to be seventy-six miles) as 
follows : 


Cash cost of road per mile - - - - - $33,959 
Interest, discount, exchange, and commission - - 20,953 
Rolling stock - - - - - - - 1,507 
Land-grant expenses - - - - - 414 
Total - - - - a - $56,833 

TABLE III. 


* Subscriptions : 
1. By counties 


Marion - - - - - - - $100,000 
Livingston - - - - : - 26,000 
Buchanan - - - - - - - 100,000 
Daviess - - - - - - - 1,000 
2. Bythe city of Hannibal - - - - - 50,000 
3. By individuals in 
Shelby county - - - - . - 4,000 
Macon county - - - ‘ - - 8,400 
Linn county - - - - - - - 8,300 
Livingston county - - - - - 17,300 
Caldwell county - - - - - - 5,900 
Grundy county - - - - - - 1,400 
Daviess county - - - - - - - 3,100 
De Kalb county” - - - - - - 300 
Clinton county - - . - - - 2,500 
Buchanan county - : . - - - 29,500 
Boston and New York cities . - - 1,000,000 
By J. Duff & Co. - - - - - - 27,800 


* The whole of the subscription to the stock was $2,551,280. From this is to be 
deducted the amount of stock canceled by a resolution of the Board of Directors, as 
follows : 

















APPENDIX, 


Individual stock - - - - - - $1,000,000 
City of Hannibal - - - - - 60,000 
County of Livingston - - - . - 31,680 
Delinquent - - - - - . 65,800 
$1,157,480 

Leaving - - - - - - 1,393,800 

3This includes bonds sold: 

State bonds - - - - - $3,000,000 
Land bonds of the company - - - 5,000,000 
Convertible’ - - : - 447,000 
Total - . : - - - $8,447,000 


4 Former amount corrected. 

5For $144,707. 

®Cash cost October 1, 1859, for whole line (208 miles), $6,030,317.82. 

7Smaller than in 1859 because of delinquencies. 

8 For $352,188.40. 

*This includes cost of rolling stock, interest, discount, and exchange charges, in 
addition to the ordinary expenses of construction. The cash cost was $28,447. 

© As estimated at this date. 

** During the war and just after its close no full reports were made. 


TABLE IV. 


* For the short period from August 20 to September 30, 1855. 
? Not given separately. 


3 All of this discount was sustained by 1250 bonds, 704 bonds selling at par. The 
lowest price, 67% cents, for the bonds of this road, was reached September 30, 1857.— 
House Journal (Adjourned Session, 1857), pp. 48-49. 

4 Deficit $19,476. These figures include all expenses for transportation, from the 
beginning up to date. 

5 Smaller than formerly because of delinquencies. 

© Defaulted in the payment of interest, January 1, 1859. 

7 Total to date. 

®These sums extend over twenty-five months immediately preceding November 
1863. 

9See Senate Journal (1867), Appendix, p. 881. 


7° The whole expenses given were $752,826, but $205,083 was for keeping up the 
roadway, and therefore not strictly chargeable to running expenses.—Jéid. 


TABLE V. 
*Made up as follows: 
Private subscriptions in counties . - - - $243,300 
Madison Iron and Mining Company, cash - - - 50,000 
American Iron Mountain Company, cash . - - 50,000 
American Iron Mountain Company, bonds - - 25,000 


Total - - - $368,300 
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* The lowest price reached was 69% cents. 

3 Defaulted in the payment of interest, July 1, 1858. 

4For eleven months prior to Nov. 30, 1858, expenses are not given. 

5 This does not include county bonds. 

®This was the gross cost of the road per mile. The length of the road is, in all, 
96 miles; main line, 86.5; switches and branch, 9.5 miles. The cash cost was $43,517 
per mile. 

7 This sum includes the cost of the Potosi Branch. The sum for 1858 does not. 

8Of the state grant, $99,000 was forfeited because the road defaulted in the pay- 
ment of interest. 


9 Total to date, $931,770. 
© For a period of twenty-five months immediately preceding January 1, 1863. 
"The company paid $40,000 interest this year. 
'? The earnings of this company are given for calendar years as follows: 
Gross Earnings Expenses Net Earnings 
1859 (11 months) - $222,574 $167,659 $ $4,915 
1860 - - 235,291 175,853 59,437 
1861 - - - - 212,945 145,922 67,023 
1862 - - 253,232 187,976 65,258 
1863 - - - - 420.911 259,688 161,223 
House Journal (Adjourned Session, 1863-4), part ii. pp. 750-752. N. B.—These 
figures do not correspond to those in the table, being strictly for calendar years, while 
the others are not. 
"3 Cf. Senate Journal (1867), Appendix, p. 880. The figures on this page, how- 
ever, are general estimates and are therefore not meant to be technically exact. 


TABLE VI. 
* The following subscriptions were made by counties to be paid in lands at $1 


per acre: 
By Stoddard County : : : - $150,000 
By Butler County - 100,000 
By Dunklin County : - - - 100,000 
By Scott County” - . . - 50,000 
By Ripley County ° - . 19,500 
$419,500 
?Since this item is not generally given, only the amount of state bonds issued to 


the company is included. 
3This column is essentially the same as that of 1859. Nothing reliable is to be 


found later. 





